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UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

Office of 0il and cas

MEETING OF THE

NATIONAL

[T I B

PETROLBUM COUNCIL

-

Auditorium, Interior Department Bldg|
18th and C Streets, N. W.,
Washington, D. C.

Thursday, March 19, 1964

Met, pursuant to notice, at 9:30 a.m.

PRESENT :

R. @. FOLLIS, Chairman of the Board,
Standard 0il Company of California, (Presilding):

VINCENT M . BROWN, Secretary-Treasurer,
Hatiomal Petroleum Council

Henry H. BEESON, Pregident,
Natural Gas Processors Association

JACOB ELAUSTEIN, President,
American Trading and Production Corperation

Reid BRAZELL, President,
Iaonard Refineries, Inc.

J. 8. ERIDWELL,
Bridwell 0il Company

E. D. BROCKETT, President,
Gulf 0il Corporation

GEORGE H. BRUCE, President,
National Stripper Well Association
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E. 0. BUCK, Senior Vice President
The National Bank of Commerce, Houston, Texas

M . V. BURLINGAME, Executive Vice President,
Natural Gas Pipeline Company of America

SAM E. CARPENTER, President,
National Tank Truck carriers, Inc.

J. C. DONNELL, II President,
Marathon oil Company

PAUL ENDACOTT, Vice chairman of the Board,
Phillips Petroleum Company

R. G. FOLLIS, Chairman of the Board,
Standard 0il Company of California.

ROBERT L. FOREE, ' o Co
Texag Independent Producers and Royalty Owners
Assoclation

GEORGE P. GARVER, President, ' o
Independent Natural GasrAnscciation of Amarica

FORD M. GRAHAM,'Praaident, S
The ILouisiama Land & Bxploration Company

B. I. GRAVES, SR | : R
B. I. Graves AsBociates, Petroleum Consultants,
San Francisco, Calif,

JAKE L. HAMON, 5th Floor Vaughn Bldyg.,
1712 Commerca Street; Dallas, Texas

JOHN HARPER, President,
Harper 01l Company, Inc.

CHARIES S. JONES, Chairman of the Board,
Richfield 0il Corperation
J. PAUL JONES, President,
Pennsylvania Grade Crude Oil Association

W. W, KEELER, Chairman of the Exeéutiva Comnmittee,
Phillips Petroleum Conpany

WALTER J, LEVY, 30 Rockefeller Plase,
m York' Ncrﬂﬁ
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BEN FORTSON, Alternate for Augustus C. Long,
mae@; Inc.

National Bulk Carriers, Inc.

L. F THAHHDUBER Alternate for L. F. McCellum,
Continental 0il Company

JAMES J. KELLY, Alternate for D. A. McGee,
Kerr-McGes 01l Induatries, Inc.

W. G. MAGUIRE, Chairman, Panhandle Eastern Pige Line
Company . (by Alternate)

B. L. MAJEWSKI, President,
Signal Perfect Fuels, Inc.

R. L. MILLIGAN, President,
The Puxe 0il Company

Charle= H. MURPHY, JR., President,
Murphy 0il Corporation

A. L. NICKERSON, Chairman of the Board,
Soceny Mobil Oil Company, Inc.

GLENN E. NIELSON, President,
Husky 0il Company

. C. C. BARNETT, Alternate for Ed Parkes,

United Gas Corporation

J. K. JAMIESON, Alternate for Carl E. Reistle, Jr.,
Hurmble Oil and Refininhg Company

M. H. ROBINEAU, President,
The Frontier Refining Company

ROLAND V. RODMAN, Presidsnt,
APCO 01l Corporation

ARTHUR STEWARD, Alternate for A. C. Rubel,
Union Oil Company of California

THOMAS J., SCOTT, Executive Committee,

New England Fuel Institute

FRANK HAYES, Alternate for Menroe E. Spaght,
Shell 0il Company




g 3-a
% 1 E. L. STEINIGER, Prasident,
g Sinclair 0il Corpeoration
: 2
£ R. E. NELSON, Alternate for John E. Swearingen,
3 Standard Oil Company (Indiana)
= Independent Peroleéeum Association of America
5 - ' _
R. L. VOCREL, Vice President
6 The Waverly 0il Works Company
” H. F. WAGNER, Director,
Petroleum Division, Farmexs Unien Central Exchange,Inc.
8 o
J. ED WARREN, President,
9 Cities Service Company
10 EVERETT F. WELLS, President,
Ashland Oil and Refining Company
11 o o
E. V. POTTER, Alternate for W. C. Whaley,
12 Sunray DX 0il Compiny
< S .
@ 5 13 S. D. WHITEMAR, Chairman of the Baard,
RN g Kansas-Nebraska Natural Gas Company, Inc.
3 14
J. GEER WIIaCOX Pruident, ‘
15 Amer ic¢an Alnociation of Oilwell Drilling Contractoyrs
16 | - -
17
18
19
20
21
22
S 23
£ 24
3
3 25
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CHAIRMAN FOLLIS: Gentlemen, the meeting will come
to order. As is our custom, we will start by calling the rpll.
We have a number of new mermbers and when we come to the new
memberu, Mx'. Brown will pause and I would like to uk thm to
stand lnﬂ let. me introduce them to the Council. Mr. Brown,
will you please call the rell?

sscnnmnné BROWIN : YOB; Mr. Chaiyman.

Mr . Absrnathy.

Mr. Anderien, Mr. Robert Anderson.

Mr. Bal?dridéé;

Mr. Pexrry Bass.

Mr. Henry Beeson.

MR. BEEBON: Here.

CNAIRMAN FOLLIS: Mr. Beeson i# president of the
Matural Gas Prmsmrs.Auoeiatmn, Welcém to our Ceuncil
meeting, Mr. Bueson.

SECRETARY BROWN: Mr. Benedum,

Mr. Bexrgfors.

Mr. Blaustein.

MR. BLAUSTEIN: HNere.

SECRETARY BROWN: Mr. Boyd.

Mr, Brazell.

MR. BRAZELL: Praesent.

SECRETARY BROWN: Mr. Eddwell.
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1 MR. BRIDWELL: Yes.
: 2 | SECRETARY BROWN: Mr. Brocnett.
. 3 MR. BROCKETT: Here.
g:). : 4 SECRETARY BRGﬁN: Bruce Brown.
5] Mr. Geécrge Bruce.
6 MR. GEORGE BRUCE: Here.
7 CHAIRMAN FOLLIS: Mr. Bruce i1s the president of the

8 National Stripper Well Association. Will you stand, Mr. Bruce,

9 and welcome to the Council.

10 | SECRETARY BROWN: Mr. Buck.
11 MR. BUCK: Yes.

) 12 | SECRETARY BROWN: Mr. Burlingams.
'{ij_ i 13 MR. BURLINGAME: Here. |
N

§ 14 SBECRETARY BROWN: Mr. Orville Carpenter.

15 Mr. Sam Carpenter.

16 MR, EAM CARPENTER: Here.

17 SECRETARY BROWN: - Mr. Comarford.
18 Mr. Copeland.

19 Mr. Donnell.

20 MR, DONNELL: Here.

21 SECRETARY BROWN: Mr. Dawning.
22 Mr. Elliett.

23 . Mr. Endacott.

f 24 MR. ENDACOTT: Here.

C SECRETARY BROWN: Mr. Follis.




WARD & PAUL

M. W., Washington 1, D. C.

917 G 5.

Phone: [Araa 202) &2B-4256

/10

11

12

13

14

15

16

17

18

19

20

21

28

23

24

25

CHA_IRMAH FOLLIS: Here.
Secreétary browny Mr, Foree.
'~ MR, FOREE: Herxe.

CHAIRMAN FOLLIS: Mr. Fwn; welcome back to the Coun
eil. Mr. Foree is of the Texas Independent Producers and Roy-
aley Owners Association.

SECRETARY PBROWN: Mr. Fonntain.

Mr; Garver.

: MR, GARVER: Here.

)

As
%

iy

CHAIRMAN FOLLIS: Would you stand, sir? Mr. Garver
is president of the Independent Natural Gas Association of
America. Welcome to the Council.

SECRETARY BROWN: Mr. Getty.

Mr. Goggin.

Mr. Graham.

MR. GRAHAM: Here.

SECRETARY BROWN: MNr, Graves.

MR. GRAVES: Here.

SECRETARY BROWN: Mr. Green,

Mr. Hall.

M.x Mamon.

MR. HAMOM: Here,

SECRETARY BROWN: Mr. Harper.

MR. HARFER: Here.
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SECRETARY BROWN: Mr. Hope.

Mr. Howeall.

Mr. Hurd.

Mr. Ikard

MR. IKARD: dere.

SECRETARY BROWN: Harry Jackson.
Mr. Jacobsen.

Mr. Charles Jones.

MR. CHARLES JONES: Here.
SECRETARY BROWN: J. Paul Jones.
MR. J. PAUL JONES: Here.
SECRETARY BROWN: Mr. Keeler.
MR. KEELER: Here.

SECRETARY BROWN: Mr. Kincannon.
Mr. Walter Levy. |

MR, i.EVY-: Here,

SECRETARY BROWN: Mr. Long.

MR. FORTSON: BEen Fortson, Alternate.

SECRETARY BROWN: Mr. Ludwig.
MR. LUDWIG: Here.
EE.CRETARY BROWN: Mr. McClure.
Mr. McCollum,
‘MR, THANHOUSER: Mr. T’hanhouur;
Thanhouser.

SECRETARY BROWN: Mr. McGee.

Alternate , L. F,




. =
§ 1 MR. KELLY: James J. Kelly, as Alternate for Mr.
% 2 MoGee .
: 2 ' SECRETARY BROWN: Mr. ﬁaguim.
Q 4 (Responded to by altermte for Mr. Maguire.)
5 - SECRETARY BROWN: Mr. Majewskil.
& MR. MAJEWSKI: Here.
n SECRETARY BROWN: Mr. Howard Marshall.
8 MR MARSHALL: Here.
9 ' SECRETARY BROWN Mr. Miller.
10 | Mr, Milligan.
11 MR. MILLIGAN: Here.
12 SECRETARY BROWN: Mr., Morten.
O % 13  Mr. Charles Marphy .
% 14 MR. MURPHY: Hers.
15 ‘ SECRETARY BROWN: Mr. Nickerson.
16 MR. NICKERSON: Here.
17 : BECRETARY BROWN: Mr. Nielson.
18 MR, NIELSON: Here.
19 SECRETARY BROWN: Mr, Ninesa,
20 Mr. Parkes.
5 , MR. BARNETT: C. C. Barnett, Alternate.
22 SE‘CR.ETARY‘ BROWN: Mr. Parten.
; 27 MR. PARTEN: Here.
‘ 24 SECRETARY BROWN: Mr. Pottex?
i 25 Mr. Réthbone?




| 9
% 1 Me. _Rather‘i\'
5 2 Mr. Reistle?
" 3 MR. JAMIESON: J. K. Jamlﬁten; alteérnate for Mr.
Q 4 | Reistle. |
5. SECRETARY BROWN: Mr. Ritchie?
6 Mr. Rebineau?
7 MR. ROBINEAU: Here.
g SECRETARY BROWN: Mr. Rodman?
9 MR. RODMAN: Here.
10 |- SECRETARY BROWN: Mr. Rawan?
11 My'. Ruben?
12 MR. STEWART: Axrthus Steward, for Mr. Rubel.
2 SECRETARY BROWN: Mr. Scott?
g ‘14 MR, SCOTT: Here.
15 SECRETARY BROWN: Mr. Smith?
16 Mr. Spaght?
| 17 |- MR HAYES: Frank Hayes for Mr. Spaght.
18 SECRETARY BROWN: Mr. Spahr?
19 Mr, Steiniger?
20 MR, STEINIGER: Here.
91 SECRETARY BROWN: Mr. Supplee?
O 95 . Mr, Swearingen?
s ‘:. 93 MR. NELSQN: R. E. Nelson for Mr. Swearingen.
é‘ a4 | - SECRETARY BROWN: Mr. True?
i o5 MR. TRUE: Here.
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SECRETARY BROWM: Mr. Vandeveer?

Phone: [Area 202) 6Z3-42846*
'_l

2 Mx. Vockel?
3 .~ MR. VOCKEL: Here. o
O 4 SECRETARY BROWN: Mr. Wagunaer?
5 MR. WAGNER: Here.
6 SECRETARY BROWN: M&. Waxrren? |
7 | 'MR. WARREN: Here.
8 SECRETARY BROWN: Mr. Wells?
9 MR. WELLS: Here.
10 SECRETARY BROWN: Mr. Whaley?
11 MR. POTTER: E. V. Potter for Mr. Whaley.
; 12 SECRETARY BROWN: Mr. John White?
?(i)_ % 13 Mr . ﬁhitaman?
: g 14 | MR. WHITEMAN: Yes, here.
15 SECRETARY BROWN: Mr. Wilcex?
16 mR, WILCOX: Here.
17 CHAIRMAN fOLLIS= Mr. Wilcox if president of the

15 | American Association of Oilwell Drilling Contractors. Weuld ygu

19 | stand, Mr. Wilgox? Welcome to the Ceuncil.

20 ' SECRETARY BROWN: Mr. Windfohr?
271 Mr. Winger?
22 . _ Mr. Young?
: 27 | MR. LOOMIS: C. E. Loomis for Mr. Young.
-? o4 o SECRETARY BROWN: That concludes the roll call.
; 25 CHAIRMAN FOLLIS: Gentlemen; you have received the min<
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utes of the last meeting and if there are no additions or cor-
rections Irwﬁuld appreciate a motion to approve them.

(Upon motien duly made and seconded the minutes of
the last meeting were unanimously approved.)

CHAIRMAN FOLLIS: wa; could we have the réport, Mr.
Brown, of the Secretary-Treasurer?

SECRETARY BROWN: Gantumqn; in my report this morning
I would like to give you a brief lummatiun of the Council's
financial status. | u

At the beginning of the fiscal year 1964 we had a cash
balance in the general operating account of $20,213, During'thsr
8~menth periocd ending February 29, 1964, our receipts totaled
siis, 000, $114,009.of.th13 ceming from contributions by Council
members, and the remaining $4,000 being receips that came from
interest on savings, sales of publications, and other sources.

In this mme 8-months period July 1 to Februaiy 29,
a total of $86,213 had been expended for our operations which
in addition to the usual staff functions involved expenditures
in connection with five coﬁmitteé-aiuignmentl, 80 that the cash
balance at the end of Februarystood at $52;09ﬁ.

The valug of securities in our contingent reserve
remains unchanged since my last report to you; $50;090.

That covers my report this merning,-Mk. Chalrman.

CHAIRMAN FOLLIS: Thank you; Mr. Brown.

" We have a resignation of one of the membera of the
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‘Mﬂészﬁ,, ‘! I do have one internal matter that I would like to

12
Appointments Committee, Mr; Decker, and I would like & propose
- T would like to ask » proposal of a nomination to £iI1 that
vacancy- _

FROM THE FLOOR: Mr. Chairman, I would like to
nominate Mr. Swearingen for that vacancy.

CHAIRMAN FOLLIS: 1Is there a pecord?

FROM THE FLOGR: Seconded.

CHAIRMAN FOLLIS: Are there any other nominations?

(Mo response.)

CHMAIRMAN FOLLIS: If not, the neminaticns are clomed.
All those in favor please say aye; opposed? So ordered.

Eﬁw; gentleman; you may have noticed that we have
c¢hanged the erder of our agenda a iittlc_b;t; with the thought
that it might be desirable to get our housekeeping and internal
affairs out of the way so that our guests when they come will
be able to see us address ourgalf to the business of our rela-
tianlhip and our function rather than in our internal affairs.
discuss and that i# the sequence of the term of office of the
officers of'thn Council. 7CWe really haﬁi not faced up to this
guesation, whether thEICQuncil bff;dera'shauld continue on rathey
long or indefinite terms or whether we should rotate these
offices in the same way that most of the advisory committees
and trade'auuaeiatians have found mout'deairable. - I personally

think th& in an induatry like-ournjwhere we have snormous div-~
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ersification of organizations and very large and wide-spread

geographical areas, it is important and desirable that the

show in the chairmanship of the Council.

So, I am proposing that I will nnt; you might say,
stand for re¥¢1ectian next year and that you address yourself
to selecting a new Chairman and other elective officers.

Now, in order te deo that with the maxirum thought

it ssemed to me that it would be desirable for me to appoint
C

) A
T . arcfpru)I am geing 1o Proppose a-&pmmittﬁc which I would

like to ask be considering this matter with the thought that

for the Council. The ébmmittea that I would like to propose

are the follawing:Y

ﬂ’!,,‘.;.uf»aL"ﬂ//f IS !.'.l‘ Love DA R P "{“{// o Zéi S -
- ‘M. Bnnadum, Mr. Blaustein, Mrx. Bruee Brewn, Mr.
i s

Donnéll, Char1QI anes, Mchllum, Maju:ki, Milligan, Parten,
Rebinaau, Windfahr, Stliniger, Vlndaveer, Ed Warron and Pratt
'Rathér. I would like to ask Mr. Millgan to serve as chairman
of that committee.

-L-might -make -one- further comment beéfere I call on
Z‘ ” m L]

| the Chairman of the Agency Committee to- aay~that I recognize

that we have exceeded the time that we contemplated in our xe-

officers, particularly the chairman ship of the Council, rotate

#0 that varioua gaographical and structural representations can

afﬁéminating gormittee at this mneting)rather than waiting untih

the day of the orginizatien meeting as we have done in the pasgt|

at the next meeting they will nominate a naw slate of officers




WARD & PAUL

. N. W., Washington 1, D, C,

917 G 5.

Phone: (Area 202) §28-42486

10

11

12

13

14

15

16

17

18

19

20

21

P

23

=4

25

M

 t0 be heae. And if it is in order, M. &haixman, on account of

14
vision of the by-law: rqaentlg}as to the frequency of meetings.
It was the contemplation that we #hould have three meetings a
year. |

At this particular time we had two very complex and

vary challenging agsignments tht would not have been rea%;, and

4)it ssemed pretty cbvious to me that we should not call a meeti

that did not have real substance to it because, living where
I do I think I am probably as conscious as anyone of the distangc
and the time tht it takes many of us to assemble for thése
meetings. So that resulted in a dalay which was slightly com-
pounded by the fact that,quf cachairman,wal-eallea out of the
eauntry; which tieraby naenisitateé 4 further dalay.

But I think today that you will agree that by waiting
we have gettenreur3a1wes in a position whera we have somnething
of substance to reviaw and that the meeting will be meaningful
and worthwhile to you.” <——

The neéxt item on the agenda is the report of the
Agenda Committee. Mr. Jaccbson at the last minute due to a
changs in schaduling that took place on this meeting wis unable
to come and I have asked Mr. Jaks Hamon to act as chairman of
the Agenda Committee for the purpose of this meeting. Mr. Hamoh.

MR. HAMON: Mr. Chairman and Mr. chhalrman:

Before I make this report I mugt say that I want to

convey to your members Mr. Jacobson's regrets at being unable
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his fajthful service -~ and this is probably the firit,cﬂuncil-
meeting he has missaed to my'knowledge; I would 1like to move that
we miss him and want to commend him for his past labors on this
gﬂmmittee; if I can get a second.

VOICES: Seconded.

CHAIRMAN FOLLIS: Can we have a vote on tht? I weuld
1ike to be able to report that that was unanimously endorsed by
the Counecil. Thank you. Unahimuusly endorsed.

" MR. HAMON: Putsuant to the call of the meeting of
the £%2g7y cﬂmmittee of the National Petroleum Council made by
the Committee Chairman, Mr. Jaccbson and’wiraa to the membexs
on March 4; and with the meeting and ite agenda having the ap~
proval of the Honorable John M; Kﬁlly; Asslatant Secrétary of
the In terior; thé Government Cochairman of the CQmmittée; the
Agenda Committee met on March,la; 1964 at 4 p.m. at the offices
of the Canneil and again on March 19 at 9:00 a.m. in the offices
of the committes cochairman. |

Under date of March 16, 1964 the Honorable John M.
Kelly addressed a letter to Mr. R. G. Follis, Chairman of the
National Petroleum Council, requesting the Council to explore
approaches to the problem of emergency fuel convertability in
the national écanomy excluding electric utility generating ata-
tions and advise as to the category of fuel consuwers that may
be advantagecusly studied with reference to thesubject. As

provided in the articles of the organiszation of the Council thig
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of the'pwaductive-capacity will not be réqguired.

‘unanimously agreed to recommend to the council the appointment

. 16
letter was abngide:aa at the above-mentioned meeting of the
agenda commitites, at which meeting it was unanimously agreed to
recommend to the Council the appointment 6f a committee to make
the study as requested by Secretary Kelly and report to the

Council. The scope of this study will be confined to physical

*

ficilitiaS'witheut éegard to economics or availability of alterd
nate sources of fuel Mupplies.

In complying with Secretary Kelly's request for ap-
propriate commsnts and recommendations the committee undertaking
the study should not suggest plans or programs.

Under date of March 19; 1964 the Honerable John M.
Kelly addregsed a letter to Mr. Eéllin;-Chairman of the National
Petroleum cﬂungil; requesting the Council to prepare a report
which will up-date ag of January 1; 1964 the information pres-
eﬁtaa-in the Council'ms 19s1 report antitlad; "Proved discoveries
and productive capaéity of a;uid ell, natural gas anﬁsnaturgl
gas liguids in the United States." The report should be in a

form smilar to that of the‘aarliqr ann except that projections

As provided in the articles of organization of the
Council this letter was considerad at the above-menticoned meet-

ing of the agenda conmittee, at which committee meeting it was

of a committee or committees to make tha study as requested by

sucritary Kelly and to report to the Council.
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In complying with Secrstary Kelly's request for ap-
propriate comment and recomméndations the committee cx c¢om—
mittees undertaking the atudy should not suggest plans or pro-
grams.

Mc. Chairmay I move the adoption of the report.

CHATRMAN FOLLIS: Is there a second?

VOICES: Seconded.

CHA ITRMAN FOLLIS: All in favor of the metion Bay ave.

{manimously carried.)

CHATIRMAN FOLLIS: Thank ycu; Mr. Hamon.

Now, next we will have as our honored speakgr;
Senator Russell Long of Louisiana. I know that Senator Long
needs no introduction to the oil industry. We have all been
following his very important activities in relation to the tax

W11 where he was the SEnate Floor leader that put the tax bill
through the Senate and which broughtabout the fact that today
it is law.

I think beyond that, though, ﬁﬁr thalls years that
s%nator Long has bsen in the United States Senate, rapresenting
one of the great oil Statea of the CEuntry; he has shown an
interest an d developad a knowladgeability in relation to il
matters that must call for our highest regard and highest cen-
€idence. I think we are constantly seaing occasions where Sen-
ator Long's sound judgment has,guided our gavérnmant in matters

of oil that are very important net only for the country but to
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Tt is a pleasure to be hére with this group and as you have in-

18
ourseélves.

Senator, I think I can make very little introduction
of you to this group. You need no introduction. But I weuld
1like to say to you, sincé this is your first visit to our group
that we do welcome you most warnly. And I might sy by way of
introducing ourselves to you; that this coﬁncil is compesed of
some 95 representatives of the oil industry who have been ap-
pointed by the7§quretary of the Interior to operate in an en-
tixeiy volgntary basi;. We are here to serve the government,
.ﬁnd also to learn from representatives of the government, such
as you, what polivies would be those that would be most to the
interest of the country ag a whole. Sﬁ; Senator Long, we look
ferward to hearing your remarks.

SENATOR LONG# Wali, thank you very much; Mr . Fpilig.
aicdad; this is my firat appearance before your groﬁp.

I address you with‘caniidgrable.trgpidatiqn‘beeausa
I den't kaﬁw all the éiffqrant‘d;léungiﬁns which you_pqopie
have had alttaﬂy and perhaps what I }m te say here may be a
complete repetion of what has been said and discussed over and
over by many of your members.

I am.:eﬁinded somewhat of the situation that oceurred

to me one time when I wae speaking to a flood control group

in Iouisiana. I was talking about this one project and evarybﬁhy

from the loecal govurning‘affidials t6 the State officials, the

Army engineers, plug a lot of other folks, plus the Congressman

-
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had of course discussed this project before they got around to
me and there resally wasn't anything left to say. And when I
started to make my speech on the subject, some fellow dgot up
in the back of the audience and said; "Why don't you just shut
up? You haven't said snything new."

And after T had gons on for a while he got up again
and he again uaiﬂ; “Nﬂw; why don*t you just shut up and let usm
go home? It*s getting late." He said, "You're not saying any-
thing anyway."

And I tried to wind the speech up but it took a 11tt1#
while, I jugt coulin*t £ind the right point, the right note to
donclude on and before ; got through the guy got up and-usid
something like that again. So when I 4id wind up my Bﬁaach
the mayor of the city got hold of me and said, "Now, loek,
please don't feel hurt about that matter. That fellow den't
mean a word of what hé is saying. That is the town idbt."

(Laughter) | |

SENATCR LbNG: "He's just repeating what paable
aroun d him are msaying."”

{Laughter.) |

_éEmATUR LONG: Now, I'm abqut that_namn way in dis-
cugsing some of your pxbbiemn.AVBut let me may that I am one of

the members of the Congress that does not object at all to being
@escribed as an oii gsenator. I come frbm a State that produces

more oil and gas than any State in the Unien.
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one time I was discussing the oil problem with Pres-
ident Kennedy and hawmaée that point to me. He said, "I don't
know why it 18 that people don't seem ta get upset about some
fallow who comes fr@mla cotton state baing regarded as a cotton
SEnator or a fellow from a dailry #tate being regarded as a dair
Senator or from a tobac¢o State being regarded as a tobacco
Senatorx. But for some reason or another if you come from an
oil State; to be regarded as an oll Senator has something wrong
about that."

Well, as far as I am concerned, there's nothing wrong

about it. I am very proud of it. I feel momewhat like a friend

of my mine who got onme of his first goud cases representing a
man who wanted to dril) an explorﬁtory wall; aruhalqu*wall;
not toe expeniiva; and he‘h0pea that it would be a iuces-a; and
he decided that he would gamble on staking his fee in a share
in tha—wuli; that is the fee for doing the title work on this
property. When the thing came in he was s#c happy about the
whole matter he just charged right out into the middle of the
pool, Jjust took a bath in the bil; he was so happy about the
matteér. And I sort of feel that way represmenting a State like
Louisiana.

Wa are jdygal'proud a8 we can be that we do pxpdug:r
more oil than any State in this natiﬁn:;- compared to our sire.
Nﬂw; please kesep in mind -~ (laughter) -~ we're not as bilg as

the State of Texas, and we don't have anything like the popula-
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tion of the State of Texas. But if you give us credit for our
off-shore areas we potentlally can produce more gas than the
whole State of Texas. Nﬁ#; I am not talking about the gas that
politicians manufacture.

(Laughter)

SENATOR LONG: I am talking mlout the gas that you

]

¢an burn at the burnnr'paint. And we have potentially more res:
arve than Texas, I balieve, in that regaré; if you give us
credit for the off-shore areas.

I am somewhat at odds with these fellows that are al-~

ways whipping the ¢il in dustry on the Senaté Floor and else-

where. I feel somewhat the way you must feel in a number ﬂf’raT*

pects. I get these letters now and then from people who are

on the same side I am on but just keep whipping ma becuass things

are not the way they like them to bhe -— or perhaps more so. I
know that theére is much criticism heaﬁed on your industry be-
cause of the oil depletion allawanca; which is a matter that
these other people don't unaerstand.

And I know that sometimes you wish that someone would
thank you for the geod work that you are deing. Wall; I am
heére to thank you for the good work that you ara}géihg. We
appreciate all that you are daing; because it is pretty assens
tial for the acnnnmy of thies country and vury tssential for the
State I yepresent and for the people whom I represent, as well

ag also being veryimpprtant teo the natien.
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- I suppose some of yon either directly or indivectly
had semething to do with the chartsthat I presented on thé Sen-
ate Floor during the tax debate Bpacifically when the depletion
allowance was:béing discussed. Those charte demonstrated how
much taxes the oil industry was actually paying. It showed not|
only what the federal taxes would be but what the State tax
i and also how much excise taxes this industry is paying.

I believe it is fair to say that if you give this in-
dustry credit not just for the income tax at the federal level
but for all the State taxes they pay I believe you would find
that perhaps it is the biggest tax paver in the Stateswhere it
iz a major producer. And you would alse find that it pays
about the industry average as far ag taxes are concerned, at
the income and the property tax level if you give it credit for
what it is paying to the State as wall as what it is paying to
the Federal Governwent.

It is true that on the Federal income tax it might
appear soméwhat gmallerbut if you give 1t credit for the d;u-
proph:tipnately heavy share of t&#&i it pays for the suppert
of the Staté governments, then that industry pays about the
national average towards the support of government.

And that is not givingit credit for the excise tax.
Mow, if you give this industry credit for the excise taxes it -
pays I believe you would find that this inﬂuaéry ie perhaps the
largest tax payer of any industry in America. of course, that

is something that people don't want teo give you credit for.
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There is always somsone that wants to whip this in-

Phone: [Aren 202) 628-4266
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2 | dustry for some reagon. I have always wondered why that could

3 || bhe or should be. I just saw the other day where a publication

4 of the Treasury came out -- and I thought I was a friendly with
5 | those people. In fact spme people had the impression that that
6 || tax bill wouldn't have passed if the Senator from Louisziana

v hadn't managed £h-at bill for them.

8 | 'rha Chairman wasn't for it. If I hadn't been for it
9 they would have had to have | gone down the Committee one more

10 | seat to £ind somebody for it and therea were enough of those who
11 || wera for some of the amendments that would have gutted that

12 || 11l and made it soc irresgponsible that the President couldn't

O | ;: ‘ 1% || smign it <~ and we might not have had a tax out bﬂl.
“ g 14 And aftar helping the.u people down at Trnaﬁury with

15 that, then we go and p:l.ck up a publication that diﬁcusi-s vari-
16 || ous things in the tax laws and it has a little diagram -~ it
17 || has diagrams to illustrate the prabhma in 1t. |
18 Hax‘e is an old man ree-iving his swial Security |
19 ehack, or gomething of that sort. Now, that alwaye brings a
20 || warm feeling to my heart, somebody getting his welfare eheck-;
21 || or something of that sort.

O 22 But_th@n hg::a Comeés a p:i_.ei;pr_e with ar'headir_:g of

23 || Depletion Allowances. Well, it has a picture of an oil well
. 24 || an@ here it shows people lounging around that swimming pool

25 || and a waiter carrying them some alcoholic beverages, and all

17 G Sk, N. W,, Washingten 1, D, C;




: 24
g 1 | these people are shown living the life of Riley just because
8 ' '
M 2 || of the depletion allowance.
3 Well, I addressed mys&lf to the Secretary about that.
f(:) A || Somehody called it to my attention and I addressed myself to

5 || the secretary becauge it showed a blas and a prejudice and an
6 | indication of the gensral thinking in that area.

r | And I sort of wondexr why the oil industry has been
8- made'ﬁ whipping boy by some of thésé n ewspapers and some of
ok, these liberal columnists. And about the'ﬂnly explandtion that
10}‘;-‘7' I could come up with weuld have notliing te do with your acti-
11 vitiﬁilnr your ¢onduct. It seems Lo me it is mainly because
12 | the paople in the Eagt&rn'arca where most of the money is -~ I

1% || regret to say-- and where most of the center of the news dis-

WARD & PAUL

14 | tribution seems to be; don't produce miuch oil. And I guess
15 || they are kind of like everybody else in business -~ anything
16 | they buy they want to buy real cheap and anything they sell
17 || they want to sell high. And 86 I suppese they would like to
18 || #xport money to us at high interest rates on the money narket
19 || and export everything elge they produce at the highest rate
20 || they c¢an get for ity but anything we can aell; if wé”ﬁike-any

21 || profit from it at all, they would make it seem, make it appear

22 || as Bomeéthing that was extremely unfair.
23 As I said, I demonatrated the charts that your peopla
24 || helped to prepare in the course of the debate, and it showed

25 ||that the profit for industry in manufacturing gemerally is highex

917 G S, N. W., Washingion 1, D. C:
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than the profit in the gas and oil industry.

The profit for industry and manufacturing generally
is highex, I tﬂpﬁat; than the profit for the domestic oil and
gas 1ndustry;'Which I believe tends to demonstrate there is no
juitifieatian.fbr'rﬁi&ing taxes on the oil industry and there
iz no justification to cutting your depletion allowance. That
didn't keep some people From voting for it.

I am happy to say this; hawevur; that in the United
.st#tts Senate this year when we passad tha tax bill which I
was managing on the Floor of the SQnata; those who tried tﬁ heal
additional taxea on you and those who tried to cut your deple~
tion allowances got less votes this year than they got in any
previous year. This ims the first year that they fell off in
the vote they had available to them and I think that's a good
sign. I don'‘t anybody should get Bvér—confident in that mat-
tar; bu£ it ig a2 good Sign baqaule evary'year prior to that
since I havq,bﬁin_hérg the people who wanted tc heap additicnal
taxes on this industry were more succassful than this time.

I as representing a producing State believe I speak
for those who repreésent all oill States in this regard; and that
is that those of us in the Congress particularly 1nt¢zest§ﬂ in
your industry are Qspoﬁ;ailg in terested in the dbmeltig.phasgs
of the industry; because that is the part that gives émploymant
to our people and means revenue to our State governments, and

it is essential to our economy.
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Now, we recognize the need of oil importations, and

Phone: {Aroa 202) 628-4266-
l.—l

5 we know that if we don't go overgeas to produce that oil, some-~

7z | one else i going to do it. It is essential to the economy of

4 the country and we axe wall aware of the fact that there is a
5 | tremendous nét income from overseas operations that come in fra%
6 | eil. But we would like you fellows that produce oil overseas

n || to realize this, that when problems come up with regard to your
8 tax.éredit overseas or even vour depletion allawance-bversaas;
g or the specia; tax treatment to your emplayacg that you have

10 || overseas, the fellows you are going to ¥ely upon to protect

‘11 | youx aétivitiei in that respect are the gsame pnupiq,whg are in-

12 || terested in the demestic production of oil here.

% 13 And the qupia who go in -~ for axample; Senator Gore

g 14 || put an amendmant on the tex bill that would greatly impade your
15 | operations overseasby increasing taxes on anybody that you sénd
16 || ovex there. And that aﬁanﬂmnnt received suppert by a lot of
17 | persons that diﬂn't,réally updgrttand the-sttuatian; didn't
1g || understand what tha_prﬂblgm-was, but these would have created
19 || #11 sorte of problems for you to try to find moneone whﬁ-dpesnﬁt
20 || want to go and coax the man to go over there and manage your
2] || business in foreign countries.

‘Iijf 29 éeqator Williams was successful in getting an gmondmtmt

27 || put on the bill that would have increased taxes by about $40
24 || million on ceverseas operations by denying oil companies the

25 || full wse of their tax credit. Now, let me say that thi amend-

917 G 5i., N. W,, Washinglen 1, D. C.
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ment went on the bill at a time when the Senator frem Louisiana

P was not in the committee room. I received a letter from some

" Phome: {Area 202} 628-4266
|_J

z | fellow a while back who wasn't pleased with my activities and
(:)A 4 -waarzccuiing me 6£ being an ineffectual Senator. What he was
5 | mad about was something I succeeded in dﬁing; in fact I suspect
6 | @t this peint he would think I was altogether too effective.
n ' But this im one of those 51tuationu; I would like you
g || ¥ know, whera I had to gé down to the White House for a cara?
g || meny that had béan arxranged a month in advance affecting my
10 || State -~ and this shows one of the ways that the Senator from
11 || louisiana is looking after you folks -- and during the half houx
12 || that I was out of that committee room is when they put that $40

13 || million on it. And when I got back in the roem, I managed to

WARD & PAUL

14 || water that amendment back down by about $30 million and incon-
‘15 | ference we dropped it al together. |

16 But on that amendment and on the Gore amendment we
17 || were successful in completely eliminating one of them in con—
18 || ference and paring the other one down te where it did you no
19 || #exious injury, and in beth instances the strong min on the jury
20 || on both aides of that committee table representing the United
o7 || Btates Senate and representing the House of Representatives in

22 || the confereénce between those two Houses ovn the tax bill, the

23 || streng man on the jury in both sides as far as you are concerned
24 || was Someone that comes from a State that produces a lot of dom~

25 || estic oil. And I believe your industry would make a great nis-

N7 G St, N. W,, Washington 1, D. C.
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eatic oll. Now, whether you are a domestic producer or are

28
take not to realize that: that as far as the government is
concerned, as far as the falr treatment you are entitled to éx-—
pect from your gévgrnm&nt is concerned, the people who will be

your advocates are pecple who are very much interested in dom-

interested primarily in overseas -~ and I am happy that at this
time most of the oil preducers who produce overseas do have
very substantial domestic holdings here -- so it is very much
to your advan tagé to have a very healthy dowestic industry

and do everything within your power to cooperate to that end.

I believe you are doing that. -Mn-t_af you know this,
but scmetime ago under the Kennedy Administration a lot of these
essential preoblems and particularly those that had to de with
te oil industry were decided in the White House. The President
wanted it that way. |

Naw; under President Johnson it ;u going to be more
the other way araunﬂ; it is goiny to be decided here, an&'I ba-
lieve that will work out very well, because unless I misjudge
President Jnhnson*t'intentionn; and T don't think I do; it ig
hie desire that these problems should ba,éannidared at the de-
partment leval; by someone who will understand the problems
and will have reasonable sympathy for your problems -- under-
stand them and sympathire with your problems.

Now, I have seen some Senators take the Flaar; and T

have in mind some that I could name to you, and want to speak
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as long as 24 hours in protest against the appointment of soméocne

o || who might be sympathetic to the problems of the oil and gas

Phona: [Area 202} 628-4266
o]

3 || industry, insofar as oil and gas problems were concerned.

{:25 4 - But I wonder if that same Senator would have the same
5 || attitude if one of our oil and gas people was just as pretaatin%
6 | against one of his dairy people. My guess is that if we were
7 | to be as unsympathetic against one of his dairy people, that
g | that Senater would ba'quickly’camplaining~ab@ut it and protest-

'9 ing againat it, saying that it was tyranny.
10 One of the old-timer dourkeepers of the Senate tells
11 | m@ he ¢an recall the days of young Bob LaFoll.tta; who was one
12 || of the flaming liberals of Congress. I have the highest admir-~

17 || ation for Senator LﬁFollette, and I wouldn't speak about him

14 || otherwise, and I think he was one of our really great Senators.

" WARD & PAUL

15 || But he was a great liberal as long as it came to talking about
16 || the other fellow's buminess. But when it got down to talking
17 || about the economy of the dairy farmex in the State of Wiscensin
18 | he was just about as congervative as anybody in that bedy. And
19 || T think that the same thing i# true of the other great liberals
20 || about somebody @lse's buminess, I think thai get very conserva~
21 || tive when it gete dewn te their own particular interests.

22 wa; we have in our State a lot of natural gas and

o35 || we have fought for many years te try to give our gas producers
24 || the right to sell on a compstitive basis. This Senator is the

25 || shaiyrman of a subcommittee on monopoly. It is a subcommittee u#

Ha

917 G St., N. W., Washington 1, D. C;
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Small Business. And the thing that I have fought for han been
the right of everybody to compete on equal terms s¢ as to get
his fair shére of the market, and to txy to prévent menopolistic
p:gcticea and techniques from being used to cut out competition,

Nﬁw; oddly enough, as far as I can determine, our
pecple producing gam are about the only part of this entire
economy that is just fighting and begging and pleading to sell
its commpdity on the market in competition with all commeérce
ﬁt the going market priee; and if we cannot sell a better prod-
uct at a cheaper price then we don't expect ta—get'any business.
So far as I know this is the only commodity in America vhere
gsomeone has something to produce and has something for sale who
has somecna standing in his way saying, “Oh; ne, we won't let
you sell it at the prioe," a price which is better than the
public can get anything elug for -~ "Wu won't let you sell it
anless we have tha right to run your business for'you; and make
you sell it at a price below wha£ both the producer and the
consumer are willing to agree upon as a faiﬁ market price and
a better price than what the consumer expacts to pay for what
he is getting now."

X°w, we are going to continue to do whatever we can
about that battle. Ba-fir we have had very little success and
pometimas I think maybe it is because our statutes are not
what they ought to be -- and I think I have a right to spsak

towards that, because I am a legislator, that ia my business,
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. I have ever seen, some of the most ludicrous. Some whould want

We passed a tax credit about two vears ago, and in this bill

31

and I 46 hope that some day we get this Federal Power Commissign

business worked out to the extent that it will both help the
pipelines who render that service by affording them the kind of
profit that will nu»thét they are éntitled to make in competi-
tion with others who are not similarly régulated, and also
permit the gag producers to sell théir products freely in com-
petition with others. 5.

The kind of icanomics that I have seen advocated in

the case of gas producers is some of the most ridiculous that

to argue, for instance, that a gas producer would sell gas in
interatate commerce for a cheaper price than he could get in
the State right where he is producing gas -~ it would be rid-
iculous for him to do it. And of course a gas producer would
want to hold his gas until he can sell it for what he considers

te-bé a Fair price for it. And the national interest requires

that we let him set up a falr price as socon as that,ii possible.

Now, those of you who may have gome connection with
Pipelines know that we were able to make some headways in get-

ting consideration for the pipelines I1n this last tax bill.

we repealed what wasm called the Long Améndment. Now, that was
my amerdment to the tax bill. Some of you may wonder why the
Long Amendment -~ may wonder why +': Senator Long from Louisi-

ana would support the repeal of the Long Amendment on this year!
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tax bill, when that was the 1argest-am§namént on the previous
tax bill, |

The reason I did it is because I had offered the
amendment two years ago for a reasom which no longer existed.
I offered that amenqunt‘two yeéars ago because this Ssnator haﬁ
moved to strike out of President Kennedy's tax bill of two
Years ago practically all of the tax increases that were pro-
posed to recoup revenues and I was trying to £ind some way to
reduce the axtunt‘bf the tax cut when it became law--the in~-
vestment credit -- and when they brought this bill up, it was
obviously a tax reduction bill and the biggest tax reduction
in this country ar; for that matter; it was the biggest ravenue
bill in the history of the country, either the up side ox the
down side of 1£-~- a ¢alculated revenue loss of about 11.5
billiah ap it was finally pa-:ea; and this was offered to
provide 1ncent1v¢; to offer business incentive to expand, to
provide better service, prbv#da more jobs; and to increase
efficiency, and it asked for support on that.hanis,

And this Sanator spoke for the repeal of the Long
Amondmﬁnt; so Long was the leader in the defeat of the lLong
Amandment when it came off the statute books. Senator Proxmire

wanted to keap it on the books and I proposed at that time that

ing we ought to name it after Praxmiré, because he was the

proper father of ii from that pint forward.
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Now, all of that was just to put thie in its proper
perspactive. And coming back to our pipalinps,-our pipelines
are competitive with other industries. They have te compete
with the railromds. They have to compete with the airlines,
in some respects. They have to compete with the trucking lines
wWith all of these transportation carriers, they are competitive
one agains t the athsr; and the pipelines particulariy are com-
petitiveagainst the tanker fleets which are not regulation to a
so-called fair return on their investment . | |

And in view of the fact they are competitive they
have to make a profit that would compare with those with whom
they are competing, and so they should ba permitted to the full
advantage of egual tex credit on their new investmenta, and
should be permitted to keep it rather than have the Pederal
Power Commission take it away from them. And that was the posi-
tioh that prevailed, and it was not too easy to make that posi-
tion prevall. We won by about three votes on that one. And in
my judgment that was about the toughest eingle fight that I
had to ecarry out on the Sanat?.Fledw with regard to the tax billl.
But it was right.

Now, some people don't concede this. To me it seems
fair; to rncégnise that whatever you might regard as a fair re-
turn on investment at a time when manufacturing and the oil
industry are making a fairly low profit, is not a fair return

when the genaral profitability of all industry goes up.
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In other words, what might be regarded as a 5 percent

Phone: [Area 202) £28-4266
-

2 return or 6 percent return, that it might be a failr rate of

3 return for industry, if the average for industry is 7 or B

4 percent. But if the average return for industry goes up to 10

5 percent then it is not fair to say that 5 percent would be a

6 fair riturn; 1t should be nearer the 10 parccnﬁ; as neax as

7 the competitive nature of industry can make it, and as between
8 industries all of which are competitive and have to compete

9 for the customer and which are not locked in monopolies in that
10 rcaopet; then the rate of return for the regulated carriers

11 | who are not guaranteed a monopo—ly; #hould be permitted to go

12 | as high as those that are not regulated with a certificate of

13 | convenlience and necessity.

WARD & PAUL

14 I am hoping thit one of these days the Federal Power
15 || Commission comes to recognize that point. They have not so

16 | far. But by statute we have made some haaﬂw&y in that dirs¢tion
17 |[and I am hopeful that we can go furthﬁr along that 1ine; if it
18 | has to be dona.

19 Mr..ﬁneretary; wa think you are going a great job.

20 || We think that you have at heart the intereste of industry and
21 | that you are doing your best for it But I just want o say to

22 | you and to your very capable assistants, Mr. Kelly and others,

23 | that I hope yeu won't dver expect us to be satisfied. The very
24 | fact that you hawve us up here means that you want ug to make

25 | seome suggestions as to how we think the problems should be

17 G Sk, N. W., Washinglon 1, D, €
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handieg. And we would like to continue to make those suggeés-
tione. And let me say that I am gning‘to make them whethéxr you
inyite them or not, as far as this Senator i concernad.

(Laughter)

SENATOR LONG: We tink you have done a fine job in
handling theseé oil imports and we hope yeu will continue doing
a8 good job. This Senator speaks as ans from a producing State
and we would like to see you have a firm control particularly
on those Canadian and Mexican ;mpartn; ané'we would like to sse
a program spelled out so anybody could reéad the rule book and
see if it is being done deliberately or nét; and wn,think'yau
have wade long strides in that direction. -

And as rspre§enting the domestic producers of a very
la:ge oil producing state I hope very much that you will pro-
ceed along that line, and that you won't be afraid to do what
every other cbuntry-ﬂnul, anﬂ:that_is ia_laak after its own in-
terests. All other peoples do it and they are not ashamed of
it, and I don't think we should be afraid te do it.

| Ovnf a period of t;me mgra‘and more of these pnaple
arg recognizing the neead to protect the aasentials of certain
domestic industries.

Some years ago I addressed a cottén association. Back
at that time il was one of the few commodities thai'waa pro-

duced in this country with regard to which there were large

amounts of imports, and nobody was very sympathetic to our prob-
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lsm. Sinee that time we have had worlda of people moving in
air direction. The textile people have their prchlgms. Then

the automobile pesple came up with their problems. Then tha

glass people had some prabléms and various others.

And now we are conducting hearings that I am playing
hookle from at this moment to be at yﬁur'méﬁting; having pdo
with beef. Our beef fellows are having problems. And all of
them aré'having“prgblgmc in that respect, and 80 my guess iz
that we will bé having more of a'syﬁpathatic understanding of
the needs of industry to stay in business and that thqy will
help to promote others so that théy can stay in business tham-
selves.

I don't think we need to have thelr help very much
in order to have the Iegislative power to protect our-inter-
ests in the Senate but we will work with them if they will
work with us. That is the only way I can see to handle this
trade prohlem; esepcially when America hiﬁ helped people to
get efficient in preducing eil and producing textiles and pro-
dueing almost any commodity that they produce, automebiles or
anything élse. | |

And if we are geing to go over and show them how to
do 1t, and take them our best wachinery and our best managerial
talent and teach them our latest methods and makeé them more
efficient producer® and low cost producers compared to ug --in

many insances because of their having cheaper-priced labor -~
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% 1 then we are going to have toO prcteet ourselves, we are going to
% 5 have to p:otect our own industry, W e can't crucify it because
: % wa have @alled upon it to help somebody elle becoma efficient
4 producers. And ihg pnly way I can gee to do it is to provide
5 by law some way BC that we can accept a reasonable amount of
6 imports, which we have in this industry, and give firm protect-
" jon to the industry beyond that point.
8 let me say it is & pleagure to be here and I appreci-
9 _ata.tha-invitation, vr. Secretaxy. I think you have done é grs%t
10 job for us, as I have said, and we are pleased that the Presi-
1, | Gt has givenyou additional powers and placed upon you addi-
12 tional responsibilities. I know he has done it because heé told
_ﬁ[:) % 17 || ™ he has done it, and we believe that our problems are in good
o % 14 hands, and we appreciate very mach what you axe doing for us --
15 but please don't expect us not to ask more of you; bhecause we
Lo | tnink you realize our problems and we think you understand our
17 1nduntry and-@ortainiy we are going to continue to call upon
1e || Yo and we hope that you will continue to da what you have been
19 doing, and that is let our people advise you frem time to time
o0 || as te what they think can be done. Thank you 8o much.
o1 (Applause) | B |
-(j>_ 22 GHEIRMAN FOLLIS:_ Thank you very chh, Senatox Lond,
o o3 || wa very mach appﬁeeiate.it. | | |
é o4 cur next_upcake; is our ﬂn?chairman, secretary of th
i o5 Tnterior Stewart L. Udall.
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Mr,. Secretary, before I ampk you toe come to the micro-
phone I would like also to refer to the Presidential mandate
which you received with respect to clarification or strengthen-
ing of your authority with respect to the oil industxy. I
might iay; having fought two wars under the administyation of
the Department of the Intariar; I don't think any oil man reallj
reguires any strengthening or clarification on his part as to
the status of the Department of the Intéxrior in relation to oil
affairs. I think we have always felt we can look to you a# our
éery good helper. | ‘

Haw&vnr; I am glad that we have this %ﬁh&ﬁi@;ﬁ;ﬁéf
and I wish to assure you that it is,moaﬁ walcomed by the oil
industry. We feel we have a very 1mpﬂrtant;'very complcx;
and a very sensitive industry which involves many factors which
areé not too easily understood. And with the knowledgeability
and undérstanding of the Department of the Interior and of your-
#e1f, knowing that; it is a great source of comfort to all of
us and a great ground for confidence and of assurance. 5o we
are all very happy that this thing has come about.

And now may I introduce -~ éfreaurnu, X den't have to
introduce our co-chairman, the Henarabls'StewarE Udall,

(Applause)

SECRETARY UDALL: Thank you very much, Mr. Chairman.
And I want to thank Senator Long for coming dewn. I saild to

him that he is always atraightforward and he always says what
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he thinks, and hé certainly spcke just like I expacted Senator
Leng of Louisiana to speak, he said right out what his views

were, and I hopé that this did afford him a little opportunity

| to get warmed up for the day up on the Hill -- I don't know

whether this is your day to speak or not, Russell, but we are

glad to have had you here, to gat your inside views on gome
of the important matteérs that have been before the Congress in
recent weeks.

I must say with regard to our nsw'respﬁnsibilities_
«- T am sure; John; vou will agree with me —- I don't £ind less
wbik on my «desk, I don't find any less ¢riticism; Irdanﬂt find
life easier. But we are here to do a job and take vhatever
responsibilities or criticisms and occasicnal praise that comes
our way. Life certainly has become more 1nteres£ing for us.

As a matter of fact; I think I should tell you about sux trav~
els laat wéek in Venezuela. You may have heard some reports
but Irwant to give you the full story. I don't know how many
of you have had an experience guite like this, but I think
Secretary Kelly and Cordell Moore aﬁd I have a few moe gray
hairsthat we didn't have.

We went down to Caracas to represent the President at
the inauguration of the new president of Venezuela. Incident—
ally, I know that thoee of you who are familiar with that count)
have ties with that country; realize the significance of it.

It is the first time in nearly 140 yeara since Bolivar founded

EY 2
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the Républic of Venezuela that any president who was ever elec-

termn
5 ted in a free elaction finished out his turn and transferred

Phene: {Area 202} 628-4&66
|.—|

= power over to his successor and, of course, in terms of military
i:}_ 4 juntas; military dietatorﬂ; this country has some of the worst
.. 5 in timns_past; and some of the biggest coups -~ and I think

6 this is a great accomplishment, very gr&&t; and I think we
r ought to recognize the-iignificance‘af it; in this-eﬁuntty,'
8 we all knﬂw; foé example; pur great neighbor in the south,
9 Mlxico; that their real progress began when they got political
10 | mtability. They had their own formula for achieving it. And
11 | in Vonozuelé I think they have reached the point of maturity
12 || there, although they are still on a high wire; and a new dic~

1% || tator may come and knock a government off —- but I think that

WARD & PAUL

14 || this has beeén a tremendous achievement, and I took some pride
15 | in the fact that the American companies that'nrﬂ.in Venezuela
16 | bave established very good relationship, :tab;e‘relaﬁibnuhipg
17 || with the govenment, I think they have been a stabilizing influ-
18 gnce; in tecent,yéara; in helping them work thelr way toward

19 || democracy. | o | o

20 But I waB going t¢ tell you about our advanguran-

o1 | We went down a week ago Tuéesday, I guess it was, to 2ee the

9o || Maracaibo ollfields and since we didn't feel we should fly a

27 || plane of the American oil companiesi, we were sent down a DC-3
24 || of President Betancour's with a couple of pilots.

25 And as the pilot or copilot got on he brought a Bible

¢17 G 51, M. W., Washingtan 1, D, C.
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With him and set it down on the table, and we kind of looked

. Phone: [Arsa 202} 623-4266._“
[

5 at one another and wondered whether this was the normal pro-

. 'egdu;a, part of the normal equipment in Latin America in fly-
4 ing airecrafe. | o

. ) Anérafter we flew dayn:fram.caracau, about an hour

. and a half, two hours' flight and circled around, we locked at
y some of the fi&lﬁi frém the air and finally landed at what

5 ;numrgd ta bq.a.vnry small fi;la because the plane came tg kiné
9 of a lctgeching itﬁp.and'thsre'wan'eattia on the runway., And
10 we got out expggting tp be greeted by dignitariés and‘no on.
11 But thenman whb came auﬁ of thg—bniy building that wat therae,
15 locked as thaugh to say, "well, who are you and what are you

13 doing here," and it turned out that it was the wrong field and

WARD & PAUL

14 | ®° we got back into the plane.
15 And we observed that when we left the runway we just
16 mushed over a fence at the end of the runway and thén we got

17 baek in the air amd there was a very bad haze which caused

18 problems, but algo it turned out that the peaply-up_freht didn'{
19 have the right maps -- (laughter) - vhich seemed te have_ﬁémﬂ
oo | effect on things, and a half hour went by, farty—#ive minutes,
51 | @n hour, and we were gtili circiing back and ferth and around

090 anﬁ continuing to find outrwhera we weré, and it turned out

o3 || Yater that we had no radio contact with the ground -- (laughtar)
24 | = and finally, in about an hour and fifteen minutes BOmM&one

o5 | ¢ame bgck from the cockpit and gieked'up the Bible and taok it

917 G 5., N. W., Washington 1, D, €.
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ap front -~ (laughter).

5 At that point, I must say, we were beginning to be

Phons: [Ares 202) 628-4246
[

5 | @ little uneady as to what was going on, whether it was a rel-

4 |[fglous revival meeting or just what was taking place. And sopn

5 | #fter that we landed in another fleld. And it turned out we
6 war;n't'wtlgums there, either, There was no walcoming'eommitteJ.
o It was the wrong field. And at that point we got up our nérvn; |
8 -2aNnd We -- thg'vanazunlan miniltar; oy Bﬂunterpurt; wvan theré,

g | and some of his pﬂaple; and John Kelly was asking what the

10 || xeason was for taking the Bible up frant; he was beginning to
11 | want to get the facts, want to know what was going on, and he
12 baid; wall, the pilot, since they didn't have the right mnps;

17 || e felt they ought to have the Bible up front. And he said,

WARD & PAUL

14 "Well, what does he do with it?" And he said, "I read him

15 || & ghalm.“

16 And o we managed to carry on our milsion; although

17 | 1t was abbreviated and the final touch on 1t; theughf:wai that

18 wﬁ‘ébt back to Caracas and I was telling thernmbassadﬁr about
19 || @1l of our adventures; asa matter of flnt; the pilot of one of
o0 || the other planes, when we told him the name of the field where
21 |we £irst landed, he sald, "Well, it can't be that fisld because

i(i>a og [ @ DC=3 wen't get off that field." (Laughter)

~ 25. And when I got back to Caracas adn was telling the

o4 || Awbaseador about cur adventures, I said, "Really, I am werried

o5 (| noew, but I wasn't worried then because after all we had the plaﬂe'

917 G Sh, N, W., Washingten 1, D. C:
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of the president of the country and we had his own pilot and

I felt very safe about it all along.”" 2And I salg I wasn't dig=

turbed. And he said, "wWell, I think I should tell you that Pres

=

ident Betancour doesn't trust aireraft and he deesn't fly excep

And 80 life does have its interesting moments and
I hope that you people when you go down to Maracaibo haéve a
little easier time of it than we had.

But in a more serious vein; I would like to say that
we are aware of the importance of the ﬁgw responsibilities we
have with regard to petroleum policies. But I want t® make onhe
point very élaar about this becauwse the thing that he said to
me and the'thing'that he said te the prﬁ#s and to the country
was that he wanted to have the pattern followed as it was in
Franklin D. Roosevelt's Administration when Harcold L. Ickes
wag secreta:y == in other wards. that Intarior wag recognized
as the primary department of the government wh ere the policy
decisions would be made. This was the statement that was made
and this i= the way it should be underastoocd.

We were not told that we were to disregard this
country's responsibilities to other nations . We were to take
into account policy coniideratibns with regard to American
foreign policy or our relations with neighbor countries or
other countries, because after all in any decision-making proc-

eéss weé have to work with ath¢r5departments, wa have to listen
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to the State Departmeént people and wé do. We have to take into

Phone: [Ares 202) 628-4266
|_I

o || #ecount considerations of policy by other departments, by the

3 Dapartment of Commerce, and we have to go through the process

4 of listening to all who want to b# heard on policy-making

5 matters; and I think it is very important that this be under-

6 sEtood,

ry This is one of the reagscons why we have had increasing
g || eonversations with representatives of such countries as Canada
o) -1 havt'gbttﬁh-nn-very close terms with ministers, for example,
10 || in recent mentha; of Canada, vanézuaia; who handle petroleum .
11 matters; and other officials from other countries I have gotten
12 | mcquainted with.

1% My point is that we must in making policy take integ

WARD & PAUL

14 | aecount all facets of the problems that come before us and try
15 | to make policy which makes sense not only in terms of domestic
16 | industry but in terms of the rational interest and I think

17 || this national interest test is the thing that should be stressed

18 || and emphasized, and I hope that none of you would want it other
19 | wise, because we have to hlﬁa policies that will enable oux

20 | country to remain strong, and to make its own contributions in
21 | all partilpf the world with ragard to world stability.

22 I ﬁhould like to say the more I get acquainted with

23 | this industry, the deeper I get into its problems and contribu-
24 | tions, and go to a country like Venezuela, for example, I think

25 | that more than any of us has realized the petroleum industry in

917 G Sh, N. W., Washingten 1, D. C,
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this country far_the-palt 20 or 30 years hecause of its venture-
someness, because of basically American venture capital, that in
terms# of the éxport of technology and know-how to all_of'thgqg
parts of the world where there have been gignificant &incavgrie;.
that this has been a tramnﬂdeunfeanfributinn in terms of econ-
omic development. No one can describe it as a fﬁraignﬁaiﬁ
program, but in many of its aspects it has been very extramely
successful as a program invelving the investment of capital,
of investment, of skilled people ahﬁ, of course, increasingly
and in all parts of the world the governments of theseé countries
that have rich petroleum deposits, as they become moré stable,
as they acgquire akilled technicians of their own, and with their
own hard bargaining, they are ﬁbl& to look out for their own
interegts -- and this is as eveéryone would want it.

But it is apparently one of the very significant con-
tributions that this country has made in ﬁhe—laut.few-decaaci;
in thé area of the sconomical development of the warlﬂ; and it
is because of the fact that we have been venturssome enocugh to
gc into some of the far-away plaeos; undeve loped piaées of the
world and help them develop their resourcas and make this kind éf
eontxibution;.and I think itis something that the industry ought
to take a great deal of satisfaction in. 2And T wondar sometimes
if this side of the story has beentold énocugh.

But this Department not only has respensibility in

ragard to our international activities, our oil imports -- and
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this is not an easmy pmogrém to adminilﬁar, as all of you know.

. | In some of its aspects we have to have a great deal of volun=

Phone: {Aren 202} 528-4266
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5 | tary cooperation from the industry. We have gotten it in the

4 | ™ain. We have tough problems, have had them in the past and wé
5 || have soma taugh-ahqa coming up. T just want to appsal to all

6 of you to help us makeé the program work —- bécause we can't

v || Make it work on our own. I can assure you of that. Here we

8 have to have your nnqperation; we have to have guidance. We

o | have h§d=a few bumpy places on the road and with the help of

10 || ®ome of you we have gotten aroundthem, and I hope we continue
17 || t@ proceed in this way. '

12 One of our other major rniponaihilitieu, af course,

17 || one that this Department has an extremé intcrﬁst in. is that

WARD & PAUL

14 of oil and gas conservation. That is also intim;taly'rulatsd
15 in our opinion to the public welfare on bread grounds becauss
16 | uPon the prudent development and use of our rescurces depsnds
1~ || t® @ large degree the long-term future of our country. So wé
18 || intend iﬁ_diﬂﬂharging this responsibility to speak out from
1o | time to time,to try to exnreiqe=1aa&¢rlh1p; try to exercise
o0 |meral persuasion where that is necessary. And I think you all
971 |[have neﬁna a few days aga-thé position we took and what we
(53‘  pp |attempted to do with regard to the new oil fields in Chio,
ot oz We found when we sent our people out to ldok at it,
o4 |cenditions that were reminiscent of the conditions that prevailed

o5 [in the oil industry in the days wheén our knowledge of reservoir.

?17 G 51, N. W., Washington 1, D, C,
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conditions was ehly rudimentary. And I took some pride and
;atisfaction in Venezuela to find that there, again under the
working with and cooperation of the governmént that the America
companies that were there and the international companies that
were thare; that conservation practices are at a very high
Iaval; and this is a® it should he. We should go inte other
countries and help them extract their resources under no stand~-
&fdn and a@nﬂitiona that are less than we would use in trying
to maximize the rdcovery of petroleum in our own country.

The reason we became concerned about the practices
in the new Ohiaafinlé?;:em the standpeint of ﬂanlSrvatiéﬁ of
thie very vital resource. We are aware of the fhct that the
primary responsibility under our governmental system restis with
the States and our attempt was to alert the govarhnr; to alart
public opinian; and to alert opinion in the industyy itmels
aﬁ-that we could bring to bear public opinien and pubiie
pressure to help encourage the type of practices that are now
pretty welld itandard in this industry.

We feel an obligation to éncourage in every practical
way the taking of measures to bring about an'adjusthnt in prac-
tiee to canfnrm with current advancéd-knuwltdéa-af gq@lbgy and
productive energy as it applies to nil.ana Jas reservoirs.

It has been most heartening to me te know that much progress

i8 being made due to the active intervention of the Governor
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other responsible officlals of tha State of Ohio and members of
the industry, and particularly the members of the Ohio 0il and
Gas: Association.

And 0 I think this is an example of the kind of thing

‘we intend to do. T should like to encourage any comments or

Buggestions that you in the industry may have as to how we
discharge our responsibility in this field. I think there is
a national interest and that we should speak up fer that na-~
tional intnrﬁnt; we who have the final responsibility in this
Department for this great resource, to see to it that it is
used wisely and to see to it that practices are followed that
enable the people of this countwy tu achieve the maximum poten-
tial of the r#suuréss of thig country, and especially of a
resource of this kind.

L&t me say one other thing too that is on my mind
in regard to the petreleum industry. I know thet any industry
that is alert im concerned about its publicimage and certainly
the oil industry has to be very much concerned with public

opinion in this country. And I can think of nothing that can

do more to encourage favorable opinion with regard to this in-

dustry or any other industry as to have it take a broad and
constructive and active interest in all of our resource prob~
lems.

I was delighted and I said to Frank ITkard the othex

day to ses some of the booklets that the API has been producing
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with regard to other renaura&: because the thing that we find
in £his'nepartment'that has been guite an education to me during
the past three years -- and I have spant a lot of time that I
really didn't have to spend working on a book which I tried te
express some of this in -~ that more and more in the type of
complex society that ﬁa'have; with advanced technolegy, our
ability to do 0 many things with resourceés, that all of our
rescurce problems overlap, and I think those leaders of any
ségment of 1ndushy; any 1néuﬁtrj related to natural reapurces,
are going to do more to help the country and do wmore to haelp
themselves if they take an interest in the overall picture
because each of cur industries not only is concerned on the
one hand with the extracting of its resource and on the other
hand of using a resource such as Watar; but all these raspurces
are related and our total national strength and particularly
what happens in the future will be determined in the main by
the type of practices that we establish and adopt in conssrva-
tion of all of these resources.

So the fact that some of the companies -- most of the
companies -- and T am taking time out to praise some of the
things that sinelair; Richfield and others have done with re-
gard to carrying on conservation cam pkigns; educational cam-
Paigns that concern wildlife and aﬁtdaar recreation and fish
respurces and so on. You can and are making a significant con-

tribution.
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And I cannot think of anything that will do more to

' maké the American people realize and take a sympathetic view

towards the problems of and the contributicns of this industry

or any other industry than for this to be deepenad and broad-

- ened and I think the moxre that this industry is one which the

country feels is concerned with our total conservation problem
in thie cauntry,-Why; the more you will £ind a sympathetic
public opinion with regard to your major problems.

et us turn now to the work that faces us today.
I am informed that the cemmittee undex the chairmanship of
Ed Warren has brought up to date and completed the task of
bringing up to date aur'knowledgo of the petroleum position
of the Soviet Bloc and what we may anticipate with regard to
.plans of petroleum export to the frﬁ&chrlﬁ in the nﬂxt_fﬁﬂ
gnars. In view of the important changes recently indicated

in the Soviet's targets for oil, I feel that your comittee's

‘analysis and judgment will make a forcible contribution to

this govexnment's appraisal of one aspect of an important
world energy pietura.‘ |

In the vital field of planning in oil and gas on
possible nuclear attack; I know that two subcommittees worked
under Mr. Nickerson's committee and have labored long and ef-
fectively to improve the government's position in pioneering
in‘thia field of activity. One of the committee's reports

has suggested model plans for company operations post-attack
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for guidance of management 6f meéting related plant security

problems in oil and gas, and these will be pubmitted today in
final form for your approval.

The other phase of the study from the government
standpeint involves a very broad range of preblems both opera<

ting and administrative to be diligently pursued gnd they will

I wish to emphasize in particular our appreciation
for this major effort on the part of your industry to advance
the vexry vital security planning of éur government. As you knew
this 1s not only a new type of study but a very difficult one,
and also one in which values can be gained by the industry as
well as by government. Many of the technical experts who pro-
duce these reportsinevitably will acquire a comprehensive know-
ledges of the problems involved from the government point of
view; as well as that of the induitry; and hence their qualif-
ications to effectively operate in dirn-emergenny;'sheuld that
become necessary, will be greatly increased.And in other words,
we are building a core of people who are doing thinking and wheo
have some experience in this area and so there we have a res-
erve to call on in much the same way as sonme of our military
raipurees; such as the National Guard or Ready Reserve.

This 1n‘the type of value that makes the dedicated
efforts of'the industry in collarobation with the gavernmmnt

#o unigue and rewarding.

|
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Turning now to the future, yeur Agenda Committes I
anderstanq has received for review vesterday several re-
quests fbrbnew surveys and studies that may place upon you a
heavy load of action for the coming months. These reguests re-
late to new appralsals of our crude ¢il resources in the United

States, from theé standpoint of total oil in place, and a new

measurement of the productive capacity for petroleum and natural

gas. This will be tremendously helpful in our planning for our |

future needs. Planning is going to be the essense of our efferts
properly to resolve the many problems that all of us see coming

up in the future.

These studies and a prelinminary consideratien of the th

pxoblem of fuels convertibility will provide s broad range of

valued information. I sincerely heope that you will find it

possible to undertake this program, and let ms say in this con-

nection that we are hoping within coming weeks to move on into
A new ph&:e with regard to helping work out policy guiaelincs
and to identify problems in the £isld of the great oil shale
resource which as John Kelly described is the ultimate Persian
Gulf of the United States.

There are a lot of taugh.palicy problems. We are try-
ing with the help of people inside and cutside the industry to
identify them. And of course we want to see te it that what-
aver policies greiwarked out that they are pelicies that make

sgnse in terms of the future and that make senme in termg of
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the orderly operation of cur full energy industry.

Just as we benefit through the increased understan§~
ing of problems beyond our own nation, so do we algo gain from
an unéarstandinq of the new issues with which this countrxy
and with which this industry are confronted. A few years ago
we broke new ground in initikting the Soviet oil study, and we
may heed to make other landmark studies in the future.

I would just like to say in closing that altthough
I had thought that I had waded out pretty far and was pretty
deaply involved in petroleum policy matt&ra; certainly in the
last few months I £ind more and more problems on my degk and
more  and mﬂra'of‘my time devoted to the problems of the petrol-
eum industry in this country and to govérnment's responsibiii-
t ies in this field.

And I do want all of you feel we have tried to have
an open-door policy in our Department with all of the peopls
bf_inﬂustry; any industry that affects the Interior Department.
And we had in récent months a visit of delegations represent-

ing various associations. And any time a group of people or

individuals have constructive suggestions to make, well, we

will not only read your letters or maeet with delegations or
meet with 1nﬁiviﬂua1¢; but it is our effort to run an intelli-
gent; alexrt and, we hnpn; open~-minded b!partment.in all of its
responsibilities,

And I hope that you will find in the coming months

'wf, 739

Res
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that we will do just that.

T would also like to say that I expect to expand what-
sver time is nacesgary in texms of the Council and its work and
in terms of our other respon sibilities to see that we do the

most effective job possible. And 1 thank you again for being

l'mere today ané;thahk;ynu_igain for all your past help:

.(Apﬁiﬁuié.)

CHAIRMAH'F6LIS= Thank you, Mr. 3ncretary. My, Méja
uski.

MR. MBJUSKI: Mr. Chairman, I would like to say that
after having reached the rips age of three score ten and plus,
that I have had about two and a half pages of material written
hexe, but after listening to Senator Long telling us what a hell
of a bunch of guys we axe, and after listening to Secretary
vdell's report of his trip to V&nezuela and getting lost and
all that, I think that -= i have beenin this oil racket since
1909, and sometimes I feel I am lost in it. I feel lost some-
timai; in spite of my lifelong experience with it.

It is m y privilege to pay Secrstary Udall a tributa
for his recent forthright sfatlment about the milkman's attack
f:nm the Senate, the Senator of Wisconsin on the people that
marve the government,

How, { am in faver of people knowing what they are
doing but his objection im to people who on weekendu-—--nﬁw;

I can't an ewer him on weekends bacause I go to church. But
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I want to take thiﬁ opportunity to say that Secretary Udell
revives my faith in,Washingtan; and it is my ﬁriv119ge to Bay
that I appreciate the Secretary having V' ourage -~ in IXlino
we say the guts -- to defend the men ¥ iro8 to help hima And
he is wise also in getting people who are experienced in the

work they are supposed to do in the Secretary of Inte;igr‘g

office.

S0 I congratulake and.thank you, Mr. Udall, for youx
murage. And lat me thank you for defending the men yeu‘hired,
My. Secratary; and the courage to do it; and you do it beauti-
fully. And also to thank fou‘far what you said jumt now. You
haveaﬁPDkan wisely and theughtfully and we axé glad to be in
the hands of one such ag you. You are doing a terrifically
geod job and we have faith in you.

| (Applause)

CHATRIAN FOLLIS: Thank you. Now wé have the ANwist-
nnt Secretary of Interior for Mineral Resources, John Kelly
wo, as you all know is directly responsbila for our affairs and
with whom we associate so much —— and ¢ertainly he raguires no
intreduction.

MR. KELLY: Barney, all I can say is thank God it is
held two days ago I am afraid the Irish part of Ma jewsgki would

really have taken over. (Laughter and applause)

‘Mc. Chairmap, the Secretary has given the Department'p

S . Joseph's Day and not St. Patriek's Day. If this meeting wap
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nessage, and also the thanks to the industry for the help that
the industry has given us in the Department; egpecially the
Office of Oil and Gas who werk closely with the pargonnel of

the National Petroleum Council.

and also, Mr. Chairman, to thank the other departments of gov—
ernment that also work with us. They have representatives here

present at our mesting hére today.

jor we of vourse have the Office of 01l and Gas which office
'warks the clon‘nt‘with the cauneii: also the Bureau of Mines,

Gaological Survey, Bureau of Land Managemant. the Office of

the 01l Import Adminitgratian adn the 0il Impbrts Appeals Boaxd

These are all rapresented hera today with us.

one of the.largut-cultamkrs of petroleum products, is very ;bly
yepresented and I think we will hear from the senior vfficer
later on in the program.

We also have people from the Office of Emergency
Planning; the Department of State, the Agency for Internatieénal
Dévelepmbnt; the ngparthnnt.of Commerce, the Federal Power Com-

migsion. Ona of our vld friends, Iarry O'Conner, I think is-

Treasury, the Maritime Administration, the Atomic Energy Com-

T only would like to add my thanks to the Secretary's

So that all may kncw, in the Department of the Inter~|

Coal Research ~= believe it or not - and the Department also th

From the other depsrtments, the Department of Defense

here with us. The Department of Justice, the Department of the




WARD & PAUL

Phone: {Area 202} 628-4266

917 G 51, N. W,, Washingten 1, D, C;

10
11
12
13
14
15
16

17

18

19

20

21

22

23

24

25

- was made in 1962 to the Council. I might review with you just

57
mission, the Central Intelligence Agency, and the Agriculture
Department.

And then from up on the Hill we have staff members
from the various congresaional committees that are interested
in the problems of oil and also the problems of national def~
ense. And, Mr. Chairman; I wigh to thank_ail.these people from)
the difﬁerént agencies and from the Hill for their fine con<
tribution and help when we call upon them in trying to work
@t the chores that the Interior Department has , and alse in
anjunction with the studies that are made by the National Petmi
éun Council. Thank you; gentleman.

| (Applause)

CHATRMAN FOLLIS: Now we will hear from the Committee
on Impact of 0il Exporte from the Soviet Blo¢, J. Ed. Warren
‘buiﬁg the Chairman. Mr. Warren.

MR, WARREN: Mr. Chairman; seératary Udall; sfnatbr
,Lnng; gentlemen:

Ag you all know, this asdgnment of this particular

study was an up-dating and reappraisal itudy of the raport that

briefly some of the things that wgn; into that original reéeport.
The cammittée after considerable deliberationiﬁ

outlining Ehe procedures and guidelines for thg report came up

with that the committee should get inte this in as exhaustive

a fashion as possible and that it should be objective, iei—

F
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ponsible and reliable, and to make the greatest contribution

to the government on that basis.

Essentially the problem resolves itwelf into two
séctions. One of them: What volume of exports would be avail-
able above the naeds of the Soviet economy t6 go out into frue_
world competitions; and secondly and very important, that volume
that went out , how was it .ua:aé'?

Th¢ cobjective in many cases, as we all know, has been
for political purposes and not to achieve commercial ends. Sp
addresgsing myself to the first part of this problem, it meant
that a very exhaustive and intensive survey had te be made of
the capability-af'nu:aia to produce oil, to refine it; trang-
port it; and also looking at their own rnqnirnmants; to look
at the wheole energy picture.

In order to do this a subcommittee was appointed
with people that had technical proficiency in all areas of
patraleum; refinery qxpertn; pmadﬁution;-ecanomints; and from
every end of 1t. And I am simply stating and leading up to
tﬁe fact that this subcommittee was the people that have done
tha work on this report.

The revamping of the report with emphasis put on
areas such as production and tranaportation and refining in
greater detail than went into the original raport. Previously
the chairman of the subcommittes was Geargewg::;gy~whe-was not

available for this study and we prevailed on Mr, Jim Meredith,
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thé chairman of the committee, and I think he and his subcom-

mittee have done & very, very fine job. and Mr. Meredith will
present to this Council by means of some siides the findings;
and afterthat Y will move the adoption of the report. My.
Meredith.

CHAIRMAN FOLLIS: My. Meredith, will you just take
over?

MR. MEREDITH: Thank you, gentlémen. I think_that
ali of you know that the subject of trade relations generally
has bheen much in the_ngwk here lately. Secretary Hodges has
been making some comm ents. Secretary Rusk has been making
e comments. And the New York Times of last week had an art-
icle about a detailed study of the Soviet oil industry, con-
ducted by some anonymous European expert.

; tﬁink that behind this rejuvenation of interest
in the subject of EaatéWns; trade relationshipa and Soviet olil
is principally one develgpment; and that is the economic fer-
ment which 18 going on inside Soviet Russia and the Satellite
courtries at the present time. As you knaw; they are having
agricultural difficulties. 'They ave ha#ing to import large
quantities of wheat.

They have annaunced ma jor newtinvestments in the area
of chemicals and fertilizers. They have a éroblem of how they
are going to gain access to reéourcas which they need to achiav%

theses ends. " We know that they would like to impott many items
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from the West, both materials, plants, and technology. We also

knew they would like to be able to impert these things throﬁgh
the use of len g=term credit from the Ncit.

New, while that might help the Soviets, it would seem
to pose a very important policy issue for Western governments.

Naw; if they cannot get the kind of assistance that
they wbuld‘liks to get from £he West and if they are geing to
import the many things they heed; they &rn'gning‘te have to £fingd
another way of paying for them, And as we all know among these
emmodities which they have available in guantity for sale to
un@ petroleum is that which is in most widespread demand.

This would argue that the Russians would lave a
majnr incentive to increase their oil éxport drive 1ﬁ Western
markeats in the years shead. And yet we know that they are having
internal economic difficulty; and indqea in recent manths they
have made pome dewnward revisions inoil praduetien goals.

wa, thiz is the ranga of considexrations which the
committee took into wind when it was preparing its report,
thée one we are going to mubmit to you today. As Mr. Whrren;
Just now said; we looked at soma parts of the previous report

and went inte much grsater detaill, and we have, I belisve,

respects at least I think we do.
I am going to shew you ten slides which will high—

light the principal findings and c¢onclusions frem the work we
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have just done. May I have the first slide, pleame?
| We ihaw you here the prineipal changes from the 1962
NPC report. First we would like to mention a little bookw
keeping, some changes in format, the forecasts hwe been exten~
ded out into 1970 instead of 1965 as in the original report.

Secmndly; we have shown data in two forms. The first
includes Cuba in the free world. We felt this was necessary
in order to assure cemparability with the previous report:; but
xsccéndly we have shown data excluding Cuba from the free
world in order to show better the realities of the sitution.

Algo, there have been changes in substance. USSR
trude oll reserves have been revimed upward in the committee's
estinite. Soviet oil production ratﬁ:; hawtver; have been
revissd dawnward; both by tha Soviets themselves in their
newly announced production goals and by the NPC committes in
its estimates of what would in fact actually be produced.

We would like to call your attention to two cenclu-

sions in part at least new to which we would like you to focus

on right at the beginning. One is that we think Soviet Russia’
refining capacity in 1970 and the years immediately preceding

could perhaps place a limit on petroleum products exports. Of

export or attempt to export more of the crude rather than
products becauaé¢ of this limit.

secendly, and we believe this is probably the most
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important consideration derived from our study, the purchame

'2 of Western oil equipment and technology would certainly enhance

Phena: [Area 202) 62B-4266
lr_l

s | the capacity of the Soviets to producemd pfine and export oil.

(j)‘b

And hexrein of course lies an important area éf policy éons id-
erations for Western governments.

6 o Ncw; these are some of the principal changes and

" eonclusions in our study this time; and we will be elaborating
g || on them as wa goé aleng, and we will be talking about sqme otherf.
9 oh, let me remind you right here that the principal
10 | cenclusion of the previous study was thatoil exparis from the
;1 | Soviet bloc would continmue to grow in the years ahead and would

1o | Pose increasing problems for the Western world. Now this im-

% 15 | Portant conclusion we continue to subgcribe to. Ve don't think
g 14 || the danger is any less now than it was two ysars ago.
15 T would like to begin next by showing you our cur-
16 rent eitim‘aten of Soviet bloc and USSR oil exports in the
1 yeaxs 1965 to 1970 and having done that I will look beshind the
18 || end result of our study, so te speak, ané show you sbm¢ af
19 the praﬁuetien and drilling factors and other faetofﬁ thbhwa
50 | believe support our conclusien.
o1 May I have the next slide?
:(jj. 22 This siide shows oil exportability from the USSR

5z | and we begin with the USSR because of course it is the dominant
254 alepent in Soviet bloc oil export¥. Now, as you dan gee, with

95 the assistance of this pointer here, the current level af ex—

917 G St., N. W., Washington 1, D. C,
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ports is somewhat lower than thé. figures we were projecting at
the time of the last report. 1In tatai; USSR exports are down
about 200,000 barrels a day; including those to thn'ﬁatﬁllitai
and to the outside world. We believe that this is dus prin-
eipally to lower production estimater which lie ahaid for the
Soviets. And this in turn reflecte the general slowing down in
_qeonomia‘grawth rate in the Soviet bloc which we now are éx-
pecting, lower than a£ the time of our last study.

Nﬁw; the figures for 1970 are new ones; the ones that
appear to the right. They show about 2 million barrels a day
of exportability from the USSR in 1970. Exports at this level
would he about twice the current level and as you can ses,
roughly about two-thirds of the total, a little bit more than
two-thirds of the total is going te be going to the fres world.

Nﬁw; thii ig just part of the—picturn; of dourse.

We have to bring in satellite exports to get the overall ple-
turé. We show total bloc éxports on the next slide. May I
hae that, please?

Nﬂw; addrese yourselves first to the figuges in thg
upper half of the slide, thﬂie ta1nting to 1965. Looking ét
the total exports from the bloc to the free world in 1965 you
will notice thit oux curren&_eﬁtimatQ:is margiﬁally less than
it was at the time of the previaua'study; Hnwever; wa attach
no particular significance to this; certainly the difference

is small enough to be within the range of forecasting errer.
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Notice alsoc that while exports from the USSR to the

o free world are down somewhat, those from the satellites ara up.

Phona; (Area 202) §28-4246
-

3 And this latter development reflectz several things. First,
(:} 4 growing refinery capacity in the satellites which increases

5 their ability to export products and; sﬁcondiy; a slower econ—

¢ || omic growth rate In prospect for the satellites than we were

o thinking last time, and therefore lesser total energy needs;

g || and finally & progressive diversion of products exports into

9 the Soviet bloc from Rumania toward the free world. The satell-

1o || ites as well am the USSR have a naed to earn foreign exchange.

11 Now, you might ba interested to know that currently
1 satellite exports to the free world are running to about
g 1% 110;006 barréis-a day, which would Heem ak least indirectly to
g 14 || eonfirm the farocatt we had previously made.
15 Now, at the bottom half of tha.slidd you see what
16 we are expecting for the year of 1970. And as you can.sac-wa
17 are showing a total figure in the form of a range rather than
18 || in the form of one particular figure. We belleve thatthe
1o || economic unqa:taiﬁtiai whi@h face the Soviet bloc and the un-
op | @ettled nature of Western policy with respect to tradiny with
., [lthe Soviet would make the pinpeinting of one precise figure mis-
20 | 1emding. o
J 2% Now, we have for caleulation purposes in other parts
é 04 || ©f the repoxt taken approximately the midpoint in this range
i o5 as the figure for bloc exports in 1970, but weé think they might

917 G 5%,
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just as easily be in the top of the range as in the middla.

Ndw;'if they should be £6Ward the top of the range
in 1970; that would mean that the dependence of thh freée world
outside tha United states-oﬁ Soviet ©il would have increased
from about 6 percent currently teo roughly 9 percentby 1970,
Whethex within the r&nqe-ﬁr beyond thea range soviet exports in
the year 1970 eventually emerge, wiii,ﬂcpana upon what kind of
policy the Weatern world adopts with respect to trading with
the Ruassians, and it will depend also upen the importance
which the Soviets attach to 0il as a form of foreign -~ as a
winmér of foreign exchange and also as perhaps an instrument

for increasing influence in the Western world, and for creating|

- an occasional bit of mischief.

Well, now that yeu hawe seen the-comm;tgeefa asti-
rates of what.sav1§t bloc axpextn~w11i,ha in the years ahoad}
let's look behind the situation and start by taking a view at
current thought on oil production in thé Soviet Unism in the
years ahead. May I have the next slide?

Ag you may know, ameng the major enexrgy forms in the

‘Soviet Union, oii.alane=haa-cansintontiy excesded production

goals for each of the first five years of the Seven Vear Plan;
the Seven Yeéar Plan referring to the years 1959 o 1965 in-
clusive. New, perhaps for that reason the Soviets felt very
optimistic in 1963 and they ravised upwards their production

goals for ¢il. Later in the year pessmimism rgturnid.anﬂ they
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revigsed the goals downwaré tp 4; Boo;aﬂa'barrals a day or
about the game a!'the upper end of the range that had been
programmed in the Seven Year Plan.

This eatimata of 4,800,000 barrels per day for 1965
is 106;900 barrele a ﬁly lass than the NPC committee estim ated
will in fact be produced that year. Naw; locking at 1970 pro-—
duction plahi; the 20-year plan calls for a level of 7;860;996
barrels produced in 1970. Early this year the Soviets anncunced
a new goal of not less than 7;006;0@6 barrels a day for 1970.
We have been unable to decipher the reasons for thé'aautiﬁuu
language.

But 1n any casa it 13 the committee's view that ac~
tual production will at least attain this level and could wall
Fxceed it and ihaw-a range of fram 7 millien t97,§00.090 barrels
per day and for calculation purposes, once again we have picked
a figure of 7;209;036.

On the rigthhand.iide of the #lide wa can see that
USSR production goals for natuﬁat gas have also bsen scaldd
downward. The current estimate made late in 1965.£br'9§adﬂ¢t1§n
in 1965 im 4.4 trillion cublc feet. The committes's estimate
once again is a bit higheér than thie. For 1970 there is a
more substantial downward revision -- incidentally, the 8.8
trillien cubic feet represents the commitiee's current estimate
of likely production for 1970 and was arrived at by us prior to

the Russians themselves having decided to revise downward their
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estimate to the same figure.

Natural gae has not been as successful as oil in
mceting production goals but this appears to have been lass
perhaps than to production difficulties themselves than bacause
of difficulties in transporting the gas and preparing consumers
for using it. 2As far as we can tell here are serious defici-
encies in the installation of c¢ompressors for gas pipelines.

Now, vou may be wondering if Russian reserves are

here. We feal thay will be adequate and indeed we are much
more optimistic on this score than we were in the last report,
And we will show you the meagure of our optimism on this next
alide.

As you c¢an see the committee new estimates that
proved oil reserves in the Soviet Union at the end of 1960 was
some 30 percnt higher than we had been thinking at the time of |
the last NPC report. The new assessment which we have made
derives from several considerations.

First we have some newly avallable and fairly de-
aile¢ information frqm three large producing fields which ¢on-
tribute about 39 percent of the tat&l-Saviat production. We
also have mq&a a—detailed-axaminatianrof Soviet water injec-
tion practices. You may know that the great bulk of Russian
oll is produced from fields which have baen water injected.

On the basis 6f these considerations we believe that
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not more than 20 percent of the ultimate recovery from fields
so far aubjectdd.to water injection has in fact been produced.
There ig a lot left in the ground.

The 32 billion barrel figure for end of 1963 which

barrels secondary recovery from fielde which so far have not
been Subjactea to water injection., Our conclusion is certainly
that there will be sufficient ressrves, more than mufficient
reperves in the years up to 1970 to support the planned pPro-~
duction.

HUW; oil in ground of course is one thing. Getting
it out of the ground is another. This raimes the gquestion of
what the Runsians_have.pmogrammsd in the drilling area. And
we will show you something of this in the next slide,

Now, in the prévious report the NPC committee ex-

pressed :omajskpptieism about the adequacy of the Soviet drill~|

ing undertakinyg. We now feel that with their revsied plans
they are pretty miuch in the ball park.

Production goals for 1970 have been scaled down by
about 10 percent. On thé.ethar hand drilling has bgen inérqasec
by about 5 percent. That im not apparent on the slidﬁ but it

is true. The total amount of drilling which the Soviets have

and this 1s only marginally less than the amount which the

committee had caleulated which will be necessary to attain the
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é 1 1970 production goal.
f 5 I might just make one observation about drilling tech-

7 nology in the Soviet Union. As many of you know they are
-{:} 4 heavily committed to the turbe drill. They have stated many
5 times that it is the best and they aiazaut'tb'prove it. Ve
6 | believe that this reliance on the turbo drill willcontinue
~ through the-peri;d-af'tharfarecaut and this ies a significant
8 consideration bécause in recent yeare the Soviet Union has
9 'd;iilcd less than 50 percent of thefféet;go pexr rig month which|
10 || we have achieved in the U.S. using all kinds of drills.
11 If the Soviets were to go to rotary drilling they
12 rapuld'prabablylaahieva batter requltﬂ. But once again to do

17 | this they would probably have to impext tubular egquipment and

WARD & PAUL

14 | ‘technology from the West. Our assumption has been that they
-15 will continue to rely on the turbo drill and if they should
1o | ehange and semehow gain access to western facilities they might|
17 || be able to speed up their drilling program.

18 Now, sa faxr, g-atlamun; ﬂs-have-said that the Soviats
19 | have lots of eil in the ground, that they are going to have

20 || adeguate drilling eff6rt to get it out. The next question

21 logically is, what about their refining facilities? Are thaf

oo | going to have snough to satisfy local nédede for products and
o3 | For esxport? On this next slide we show you the committee's

o4 || estimate of current and future refining éapacity.

, N. W., Washington 1, D. C,

o5 In 1962 Soviet capacity was# 3.7 hundred thousand bar-

N7 G St
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‘than one. They are trying to buy the mest up to date refinery

70
rels a day and the committee estimates that to have the voluma
of products necessary for internal consumption and for export
which have been projected, they will need 4.7 million barrels
in 1965 and G;BOG,OOQ'Barrelirin 1970.

Now, there is a question, I believe, about how they

Guired. Much of it of course they can install themselvea. We
do know that they have expressed increasing intarest in recent
.mnnth- on the posaibllity of aequiring whele new refingriaq_fror
fhe West. They areé talking about a 200,000 -- 240,000 barrels a

day refinery and they are indicating that they would like more

they can get with all the latest built-in technology.

Pregumably, having this latest information would pro-
vide them with prototype information whic¢h they can use for
furthex construction within the Soviet bloc. Nﬁw; this sort of |
development one might judge might have military as well as
agonomic implications and waulé‘pgrhaps be one of the thingm
Western ﬁations'might wish to consider in their decision about
selling these things to the Soviets. |

X w@uid-likg to turn next to two slides on trans-
portation facilities. And I will begin first by examining the
pipeline situation in theisﬁviet Union.

Secretary Rusk a few days ago in his‘camment!'befﬁré

the Foreign Relations Committee suggested that he thought the
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1 time was now ripe for re-examination of East-West relatisnships

in trade and in the course of his remarks he had soma things

Phone: (Area 202) 628-4266

te say about the Sovist pipeline congtruction program and the

O . | efficacy or lack thereof which the NATO reccsmendation against
5 themle of pipe to the Russiana may have had. As I read the

. | comments tne implication was that this mort of thing really

,} didn't make mueh of an impact upon the Soviets, it m:l.ghﬁ delny

g | their cmtmetiﬂn a bit but rnnf it would make them morxe

9 self-gufficient and has no larger impact.

10 T think it is important to lock closely at the facts

11 || W te what exactly has happened in the Soviet pipeline con-

15 | Wtruction program. Our best estimate is that by the end of

13 || the seven-year plan the Boviets will have succeeded in install-

WARD & PAUL

14 || ing only alightly more than 50 percent of the oil pipeline
15 || ®Mleage which they had pregrammed for that phn.‘ The gas pipe~
16 || iine program has don epretty wall. But oil is far, far behind
17 | schedule.
18 Umimlbiy oma of the major limiting facters
1o || hits besn an insdequate supply of large diameter pipe. For 1959
o0 || %M@ to 1963 the Soviet purchased over 1 million metric béne eof
o1 [60=inch diametsr pipe from four western countries and this vel-
D oo || ume of purchases amounted to xore than 40 percent of the -mt_ﬁd
57 | need for 40-inch pipe :l.n" the meven-year plan. They wouldn't
54 | have been able to do nearly as well as they have done had they

25 | net hud access to these supplies from the West.

917 G Si, N, W., Washingten 1, D. &,
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Now, we have nc evidence that the Russians have
been successful in creating pipe building facilities of their
own in the quantity necessary to achieve their program ends.
The committee's view is that pipeline construction for oll
lines for the balance of this decade will probably provaad at
4 pace no greater than they have been achieving in recent
years, and as I have indicated this is less by far than they
have programméd.

Ag you kﬁaw, the prineipal pipeline system which we
hear so much about i# this Comecon System and recently therse
has been an extensioh down to odessa added on to the system.
This entire system with the exception of this line (indicating
on glide) and perhaps this branch to Klaipeda which may now be
gckapped betause of having difficulties with the harbox, the
remaining portinng of the system should be completed by late
this year or early naxt year. The western portions of the 11ne,%
those leading into the Eastern European satellites, are al-
ready completed and are being supplied by oil at the eastern
tayminal From tank cars.

There remains a good deal of the remaining trunk
iineé thers (indicating) which réquires the large pipe; to be
completead .

mﬁw; thgrerare two nthe: ma jor lines with export

potentisis. There is a line leading up to ieningrad which has

been completed this far (indicating) an & the rest is undey
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construction. There is a line léading from Stalingrad, which

no longer is a popular title, so it is called Volgograd now,

down to the Black Sea, with two spurs going off here (1ndicatin$).

These two bits at the #nd have been completed, and this part
{indicating) has not yet been completead.

The committee estimates that if all of the pipelinés
ghown here with export potential were teo he cempleted by next
year Soviet oil cirrying eapaeity ta axport bases could be
1ncreased about 1, 106 000 barrelu a day. Hﬁwever we have esti-

mated more can:arvativuly that perhapu only 700, 000 barrels gf
hqw pipcliﬁe-#apégity for pxport purposes will bq~av;ilab1q by
néxt year. We,fuai; huwevar; that this together with theé ralil-
way transportation systems available through tank cars in the
Beviet Union will be adequate to carry to export hases the
yolumes of oil which are programmed for export. ...

-Nﬁﬂ;'glearly when thé:!ntirﬂiﬁyitnm is completed and i

perhaps esxpanaqa_' as additional supplies of pipe may males voss- |
ibie; the Rﬁiﬁi&a ctpacity‘ta put o1l out to the free world
would be greatly increased. Moreover the cost of -moving this
01l will be substantially reducgd‘ We estimated that to move
nil fram the Knybyihav araa he:t (indicating)'ﬁvar~tﬁ here
by rail conts pnrhapu 90 cnntl a barr&l, and to move the oil
via pipeline will cost enly abuut 30 cents a barrel.

Th @ transportation cest in total from the Urals

and through here and up into this entire Scandinavian area hes
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(inﬂicating) will be substantially less than those for oil
moved from the Puxiian_cﬁlf,

We think then that there will be no serious intérnal
transportation difﬁiﬁulti&; which will prevent mpvementrﬁf oil
to export bases in volume sufficient to meet the export quanti-
tities which are programmed. If the pipeline program should be
accelerated conceivably moxe could move te market.

Nﬂw; a word about the Soviet tanker fleet. We will
show you that on this next 4l ide. )

In the seven-yéar plan it was hoped and scheduled
that there could bé an 80 percent incré¢ase in th e mize of ths
Soviet tanker fleet achieved beginning frowm 1959 to the end of
1965. In faet; by the end of 1965 the Sovists will have §u€c~ 

mded in v1rtuaily quadrupling the size of their tanker fleet.
We believe tﬁit i# one of tha best indications of what their
plans are with respect to putting cil into Western markets.
pecause most of the new tonnage which they have gotten has
gone from free world vards rather than Soviet yards and thera-
fore thexre has been a heavy foreign excharige drain involved and
we don't belisve the Russiansg would have entered this had they
not had the view that this addition tp their fleet would makae
an impartant gontribution to oil exports. |

As you gan IGG; by next year we feel that the Soviet
tanker fleet will be largely independent of raliance'upon frae

world chartering for moving experts. I am not saying they won'
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have to have some dependence on free world ships but we believe

2 with what they have themselves together with new construction

Phone: (Aren 202) §28-4266
‘_J

| 7 | and new orders plui the transportation which is likely to be
-(:)‘ A arranged by their own customer guch as the Finng who use th eir
| 5 | own fleet to a very extensive extent to 1mpbrt—Ruuuian-oii;
6 || We hink these things combined will leave very little need for
» | the Russians to enter the chartering market themgelves, as
5 || thexre is only a very modest deficit in their resources.
9 Now, gentlemen, one finil.ﬁard about the kind of..
10 || prices that they way be charging in tha years ahead. On this
17 || next slide I show you what the picture of pricing has been up

1o | to 1961. You are generally familiar with this picture.

;3-; 1% Beginning here in 1957 and extending to 1961 Russian
% 14 || 011 prices to the outside world decreased steadily. They then
15 || leveled off and they continued to level off through 1963.
1¢ || Prices to the satellites on the othex hana-hgve‘been at a.much_k
1 || highex 1avel; around the $3 level. This calculation doss not
1g || include Cuba ampng the satellites.
19 If we were to put Cuba in this category the average
op | price for the Inﬁt.aﬁupld of years would havé besen down to
51 || $2.60 roughly. That is because in the developing romance be-
ﬁ(jj. oo | tween Mr. Cmstro and Mr. Khxusnhev,_yg._c§stro'manag¢a to ex-

o3 | tract seme very favorable oil prices,around $1.49 a barrel.

o4 | This would appear to be one of the prices in turn which the

M. W., Washingten 1, C, €.

o5 || Soviets paid to secure that the Cubans did move toward the Se¢vigt

917 G St
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bloc -— assure that it did.

Now, to some extent it may be true that thege higher
prices charged to the satellites are recouped by the satellites
chargingrthe Soviets for goods they sell them. But unfortunately
e avallable data on this matter are so sketchy £hat wa cannot
reach any firm conclusion. |

Now, let us come back to the price charged the free
world. At this level (indicating) prices sre around $1.36
a barrel. Soviet statistics themselves show an average price
to the outside world f£.o.b. Soviet berder of about $1.36 per
barral in 1962. Soms prices naturally wvare lower. The Soviets

indicas that the price to italy f.o.b. the Black Sea in 1962

they took in Italy they could get even more low prices than
this. The price of $1.30 f.o.b. the Black Sea would mean absut
$1.47 laid in for Italy.

Nﬁu; if vou take a freight ratd_qf a net of $1.47
back to the Persian Gulf, you gst about a &oilar; which means
that if you compare the average Soviet export crude with a
comparable mideast crude and for this purpose we have taken
Arablan 34 degree cvrude, if you take thiﬁ-cruaa which has a
posted price of $1.80 what you arrivgrbankrthen with this net
back of a dollarris-a dizsgount equivalent of about Bb‘eanti tn
the barrel and of course as I suggested depending upon he par-

tieular price you use inthe consuming market you can get an eva$
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greater discount eguivalent, and if you consider the average
75 cents a barrel of revenus vhich goes into middle eastern
Qavnrnmtnts; this would meéan very littls left over to cover
cost of production, of in ternal movement to the seacpast and
the middle easteéern countries and to cover return on investment,
1f any, it would make a very difficult competitive situation
for free world companies to try to compete in.

| wa? I ab not want to suggest that the only reason
wa have stern competitien in the international oil market these
days is because of the Russiana. We do.; howeverxr , feel hat
this is one important factor which might help explain some of
discoants we face in the international market these days.

What about the prices they are going to be ¢charging
in the futurse? You probably r'ead reporis inrrécqnt montha that
the Soviets are trying to increase the prics of oil. The best
detective work we can do leads us to the-ebnclusian!ﬁhit.thére t
is no discernable trend at all; upward or ﬂﬁwnward; from the
levels you ses here. There areé increases of priqes in soms
countries but thcre-ariﬁcOnttavaning areasg of decreases of
prices in the same countries.

For inntanca; in West Garmany last year; it appears
in this case that the Soviets increased prices for distillates
and heavy fuel oils that they sbld in Gexmany but at the same
thy increased ﬁhé price for crude an§ metor gasoline in Japan;

and there is at least one case of a minor contract being can-
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celed because of the Russian change in price but there is a
case of a largsr custower actually bidding the prices up. S0
far there is no upward trend that wa ¢an detsct.

Now, surely it would be to the advantage of the
Russians if they could do so and still sell the sans smount of
oil. ‘The problem they are faced with is how they ean acquire
a lot of foreign exchangs and we don't know how they avaluate
the eiasticity of demand for theixr products and it may wall be
the case that thay feel that to get larger gquantitiss of ex-
change what they have to do is develop more oil and this could
of couxse involve sven more intensive price competition than
we have so fax essen.

that concludes the slides. Iat us have the lights
on and I would like to make just a coupls of concluding com-
ments.

What we havé said is that the Russians have lots of
oil. They are going to 4rill it in adequate volume. They
have transportatiom facilities which seem to be adeguads to
get planned expurts te the outside werld. New, a mujor conern
is how much assistance will they get from the cutside world
in achisving theixr plan.

I txiad to indicate as I have gone along that the
technology and squipment of the West could help them in a
unber of major areas. In their drilling western technslegy

and eguipment could well step up their drilling rate. In thti:
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refinery needs modern technology from the west could make majox
contributions to their efforts. Increased dquantities from the
west could accelerate their pipeline program. There are just
any nunmber of ways by which ineraasgﬂ-wnutern paxticipation in
the Soviet effort gould speed up uﬂ&t they are tryingto de.

And we feel that it is vexy important to keep this
in rﬁind. Wwedon't belisve that the Soviet oil threat to the
west has diminiihad. We think in some ways it may have in-
creased, at least psychologically, because there are a number
of western countries today in the throes of resvaluating their
trade poliecy with the Soviets. on# would hope that they keep
all of these facts in mind.

antlem@n; that cone¢ludes my remarks.

(Applause)

MR. WARREM: Thank yﬂu; Mr. Msraédich. Are there any
questions? |

MR. PENLEALIA (Department of Commerce) Is it a fact
that we think or you think that the Russians .a::é going to be
preducing lﬁﬂ!; maéaning that they areegging to be gﬁpnrting
lens?

MR. MEREDITH: Based on the scaling down of theirx
production plan, we feel in considerable measure this is a re-
flaction of a slower ra£q~af economic grawthﬁwithin the Soviet
tnion and therefore a very substantially reduced total use of

eénergy in the Soviet Unien. Our current estimate of current
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total energy consumption is wuch below what it waa at the time
of the .lut report. So adthough production will be down some
their own consumption will go down and we feel that there will
ba only & very marginal if any impact on exports. And if yeu
examine the figures you will se¢ virtually no change from the
last report.

MR. WARREN: Mr. Chairman, we neglected -- that is, I
neglected to say in my opening statement that in the prepara-
tion of this report the members from governmwent were very help-
ful. The cochairman ?or the subcommittes, Mr. Charles Moore,
has as also Mr. Fred Lock who is cochairman for the general

committes -~ one thing that is significant is that most of the

and transiated from the Russian bacause the technological papers
in Russian had most of the information that was available,

and the committsee had to interpret and that of course was quite
& chore in itsalf.

Me. mimn;- I want to refer to the introduction '1nr
the last paragraph which I think i a significant thing to keep
in mind, wherein they say that our expert predictions are baued
on muﬁp’ti.an that thers will be a coptinuation of Qxhting
trade policies. BShould these be relaxed bloc exports te the
wast and probably would be in excess of the levels which we
have forecast.

A. Move pipeline facilities would speed their pipe-
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line construction proegram. B, rafineries mad vailable from
the West would erhance the Soviet capacity t tport products
and probably would raise the level of total orts. C. West-
ern drilling egquipméent would speed up production rate.

The committee therefore believes that the questien of
wesitern tréde belicy with communist countries is a matter of
paramount importance.

Mr. Chairman; I would like to move adoption of the
report.

CHATRMAN FOLLIS: Is there a second?

MR. MAJEWSKIQ Second the motion.

GENTLEMEN FOLLIS: Gantleman; you have heard the
motion made and seconded. All those in faver Please say aye,

(Choxrus of ayes.)

CHATIRMAN FOLLIS: Mr, Warzan; I would 1ike to say
for the Council that we deeply appreciate the hours of work
that you and your committee gnd Mr. Matﬁdith of the subcommittes
have put into the bringing abeut of this report. |

Now we have the report of the Committee on Emergency
Preparedness for the Petroleum Induatry. Mr. Nickerson.

MR. NICKERSON: Mr.-Chairmqn; Mr. Sacretary:

The c@mmiﬁtaa:ananmatgeney Prépare&ngli is pleased
to report ﬁo'thn.0munail at this time. The work of the com-
mittee falls into two parts. Firit; a subcommittee under Mr.

W. L. Ingram of the Standard Oil of California will make a
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final repert to yeou on 1te work dealing with industzy and gov-

sxnment planning and preparation for a paasible emargency .

36’077’
second, A gubcommnitted undex C. F. Dodd- of Bocony

Mebil will make a prograns report to you on jts work dealing

with government and industry planning for action after arergancy
nas occurred.

1 now introduce Mx. Ingram who will present to You
for your aépravai.two instrumentsy on@;'nn up~dating and con—
golidation of two manuals dealing with preparation for emMerg-
Lo || eney pﬁblished by the National petroleun couneil in 1955.

11 gecond, he will present to you prototype company purvival plans
12 that can gerve as guides for planning that various typas of
17 Gil‘C6mpani¢i.doul&-undsrhak. to achieve readiness in the event
14 of a,national enargency -

15 e . Ingraﬁwwanti ynu-to.un&:rstand that if yeu: ap-

16 proval is granteé 13 subject to certain minox naitorial re-

17 v isions that he has not yet had time to makn pecause of the

18 ampunt of work that hil cammitteﬁ.hai baen callsd upon te 40

19 And as I say thesa f 1 reports being gubnitted to you will be

20 subject to minor rGVIfiﬁﬁl. And now may I prauent to you Mr.
o1 Ingram. - | | |
22 INGRAM: Mr . Chaixwan, M;;_saeretary; manbexs of
o7 Il the Nhtional Patrcleum CQuncil anﬂ gutnts:
94 As Mr. Niekerson has infarmgé you 1 was fortunate

25 enough te have.a'ubrking committee to werk on the prajact that
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he enunciated, and our charge was to produce a prototype Bet
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of plans with the hope that the petroleun indugtry and gas in-
dudtry would undertake to add to the plans that some of them al-~
ready had in the fild of emergency effoxrt.

Secondly, as a part of that pijact to up~date and
revise if necessary two manuals that had been issued soms nine
ysars ago.

I was very fartunata in ha#ing‘an excellent committee
given me to operate on this projoct. Mr. Paul Hopper of the
Department of the Intorier wan codhairman,and has pmavidad me

10

11 ||With excellent gui&ance and holp, duringfhe course of our work.

) 12 || Me. vincent Brown, your Secretary, was of inestimable help te
% 13 m¢=in lnading mi thrmugh cortain complicationa that T had nat
% 14 || had exporianua inhandling b@fara, and then from industry we
15 haa Mr. Garénﬁr Blackman from Tidawatar on the Wast Coast,
16 || ME- Finhsr of th- Pacific Gas and Elnﬁtric Company on the West i
17 || Const, and that gave us the liaisen for their participation
1g || with the gas industry, and Mr. J. Forester from standard Oil
19 | of Indiana and Mc. otto Hier from sohic and then two gentlemen
o0 || from Phillips, from Socony and from sinclair and Shell and
51 | £inally from standard of New Jersey.
f*iij. 29 At the vexry outset our conmittee enunciated the

o7 || course that we should considex enérgencies that both could be

24 considered as man-made and those that would be natural ian thei

“

o5 || owiging that we ghould design & simple plah or plans accompanied

917 G 51, N. W, Washingten 1, D- €.
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with the necessary guldes and thirdly that we should develop
reference material.

our reportswhich you gentlemen are gniné to consider
sis morning are broken into two parts. The first touches in

gutline form on all the important steps that are inherent ox

_:ﬁﬁuiréd in the dasign of emergency planning. It shows the

application of those steps to a large integrated company, to
an operational unit of that company br to a division of it,
md finally there are sgome plansd there for the smallexr company.

we would like for you to look at thia particulax
volume as a spa¢ifieatien; if you will, ox blueprint of emerg-
ency planning.

The second volume is pasically a text. It results
from the updatiné of the twe manual# to which I previously re-
farred and goes in depth intg a number of the points covered
in the first booklet and is provided with a very copious bib=-
liography for those of us who wish to research the matter in
greater detail. \ |

Ndw; I would like to present in a rather -fgﬁﬁia
fanﬁion the highlights of the first volume which is the one
that we have designed and which itself is complete to quide
any organization inteo putting into effact a.aimpli, practical

emergency set of plans for emsrgency. 8¢ if I way have the

first slide.

(Note: At this point the auditorium was daxkenad
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and a slide pregentation was made which was not réeported.

MR. TINGRAM: Let's have the lights turned back on.

We believe that in these reports we have provided
here a practical and an effective route for the inddetryv/io
follow in designing such plans suited tz:thnir own particular
requirements. We believe this can be done at nn'axtremgiy
modest cost. |

Now, all of the elements you have seéen here as I ran
through these slides rapidly are representative of certain
plang that are now in existence in certain companies. They
are practical. They are ﬁsoful and they have besen tested.
Thank you.

‘MR. NICKERSON: Are there any queatiénn or . discussion}

(No response.)

MR. NICKERSON: If nﬂt; T neve adoption of the repoxt|

CHAIRMAN FOLLIS: Gantiamen; you have heard the
motion. Is there a second?

MR. MAJBWSKI: I second it.

CHAIRMAN FOLLIS: It has been moved and seconded to
adopt the report. All in favarﬁpie#ss say aye.

(Chorus of ayes.)

-MR. NICKERSON: Gantlnman; I want to express my
thanks to Mr. Ingram and to the menbers of your subcommittee
for the consclentious and effective way in which have carried
out your assignment. I would now like to intreduce Mr. Charles

_aodd-who will report briefly on the work of the committee deal-

ing with actions government anﬁ industry could také'after an
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é 1 | emergency.

2

f 5 : In this regard I want to say that because of the

3 complexity of the assignwent thim is only a progress report.

4 The work wilil not be complete although it iﬁ-ogpecteé-abﬁut
5 the middle of June so no action is recquested of the Council
6 | &t this time, Mr. Dodd.

n : MR. DODD: M r. Chairman:

8 This i# thé interim rﬁyart_to the Council, merely
9' to-explain the pature of sur assignment and to £a11 what has
10 | been accomplished and to say what remains to be done.

11 The Committeés on Emergency Erepartdneﬂs'fer'the

12 | Petroleum Industry esrablished on the 15th of July of 1a-£

13 || year a subcommittee for the emergency petroleum gas adminis-

WARD & PALUL

14 | tration manual. Themembership of the subcommittee represented
15 |a eross-section of the integrated oil companies and the inde-
1¢ | pendent producing and refining companies.

. Liahﬁﬁ was maintainn& with the Emergency Advisoxy
18 Committee for Natural Gas through a member of that committea
19 :;grviné on our subcommittiee. -6ur'nubcamm1ttae was assigned

50 | the task of reviewing the emergency plang of the Federal

o] | Gevernment that are designed to assure an adeguate supply

oo | of petroleum and gas in time of natiomal emergency, and in

a7 particular the subcommittee was asked to review the emexgancy
24 plans of the Department of the Interior and the adequacy of

o5 || the organizational gtructure of the Emergency Petroleum and

917 G St., N. W,, Washinglen 1, D. €,
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Gas Administratibn; its plans for the recruiting and training
of staff of the organization and the authoxrity it needed to
assure effective operation inemergency; and finally the Office
of 0il and Gag provided the subcommittes with an ocutline of
topics covering pre-emergency planning.

The subcommittee was to review the outline and com-
ment on the kinds of information that should bhe available to
the Emergency Petroleum and Gas Administration, the types of

.manuals and operating procedures that should be developed,

and the adequacy of plana for communication chaﬁnals to enable
the Emergency Petroleum and Gas Administration to be activated
and brought to operating efficiency with a minimum of warning.

The subcommittee has held five meetings. 24 working
papers have been prepared and reviswed by the subcommittee and
most of the investigation of government planning has been com-
pleted and suggestions as to how the planning might he improved
in some areas have been delineated in the subcommittee's dis-

cusgion, but there still remain some factors which recquire fur-~
ther investigation.

Work has commenced on drafting the final report
covering those areas which have been reviewed,on which definite
gonclusions have been veached. An initial table of contents
of the final report has been agreed upoh by the gubcommittes
and members have besn assigned responsibility for drafting

sectiona of the final report.
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The subcommittee expects that its final report will
be submitted for consideration by the Committee on Emérgency
Preparedness for the Petroleum Industry about the first of
June of this year. Thank yéﬁ.

CHAIRMAN FOLLIS: Thank you. Now, we willcall upen
Mr. Mark V. Burlingame. Mr. Burlingame is a member of the
Council but in this case he is appearing as vice ahairman.nf
the Emergency Advisory Committee for Natural Gas. Mr. Burling-
amé has a post which WQS'manneﬂ by Assistant Secretary Xelly
in 1962. This group was-uitablishiﬂ by the Departmeént of the
Interior to conduct a study and prepare a report to the Sac-
retary of the Interior recommending those courses of acﬁion
which in the committee's judgment would best assure an adedquate
supply of natural gas in the event of an attack uban the United
States or the‘invalvamcnt ef the Unitad States in a limited
war or period of international tension. mhi report is tgin?
cldde detailed emergency operating plans, organimational
-é:ringéments and staffing of the emergency organization to
gathei such information as is neceggary to fulfull the queéé
tives., We would be most inteérested to hear your report, Mr.
Burlingame.

MR, BURLINGAME: Thank you, Mr. Chairman and Mr.
Seécretary. The Emergerncy Advisory Committes for Natural Gas
is under the chairmanship of Mx. McGraw and the other co-

chairman is John Ricker, both of whom are out of the country
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this morning, so the vice chairman hae to do the work.

In presenting this progress report of the Emergency
Advisory Committee for Natural sas; acknawlcdgmant of the co-
operative effort by all Facets of the industry as well as the
responsible government units is neceéssary. We could net have
accomplighed as much as has baen done in the short peried that
we have been in existence without that cooperation. \Wé have
been given unlimited help from producers, diﬁtributotﬂé trans-
miggion companies and governmental agencies such as the Office

of Oil and Gam, F.P.C., F.C.C. and indugtry groups such as

Qﬁ; deeply appreciative of this help.

The assignment given te the Energency Advisory Con-
mittee for Natural Gas was in genaral:

1. To formulate a plan of emeérgency operating pro-
cedures wbich could bs adopted for

a. The 1ndusdry; and

b. 'The-individual comp&ny,

2. Tn formulate a plan ta—bq-optrabla in any tvpe
of national emergency, including an all-gut nuclear attack.
3. To formulate a plan of action for
a. The peried of pre-emergency, and
b.'The period of post%amarg&ney. |
In setting up these plans we have limited our sphere

pf operating activities to that area starting at:

‘QNQAS and your own NPC. The liaison han'been remarkable and wa
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1. The point where the transmission company takeg
possession or responsibility for the gas and ending at

2. The point where the delivery is made; i.e.; city
gate or where the tranyminsi&n company's responsibility ceames.

The plang are now well alang'and;‘while the work ie
far from completed, we can fﬁport that much of this montmental
tagk im in process of accomplishment It is also felt that
the work has proper direction toward the goals as set out.
Among the accomplishments are:

1. The updating of facility naps which were firet
produced for the NPC two-years.ago. Thﬁsd maps, which arg on

military base maps, together with related data, show

a. Line location, size, operating pressures -~ horas;
power of_all'compfﬁsiar statiénn of 1000 horsepower, or larger
- ma jorrivex croseings, type of crossing, whether overhead
of subnerged, size of pipe, etc. -~ all in terconnectiona with
other transmimsion syatems, inclu&ing size of 1ntarconnaétion
and facllity capability.

b. This material informaticon has been put on com~
puter cards for ues in damage ?usﬁs!ment analysis.

This work has baen carried out under the direction
of Mr. Oorleofsky, vice president of the Columbia Gas Sysien.

Yt has been a tremendous undertaking and we are indebted to Mr.
Orlofaky and the Columbia Company for their 1ead§rahip.. They

were given cooparation by 163 companies which, we believe,
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&
é 1 repregents one of the finest cooperative efforts by an indus-
: ‘ . _
3 5 try to the national defense effort.
z The EACNG also gave Mr. Orlofsky the tasl of the
;(:)' 4 chairmanship of the committee to write proposed manuals for:
5 1. Individual company survival plans.
6 2. Industry survival plansg. To accomplish indus-

n try planning, & real imaginative approsch was necessary in order
g | to coordinate transmission companies which start in one defense
9 ragian;.crosn-one or more other defense regions, to serve a
10 | market in still another defense region. We feal that the plan
11 || now accepted by the EACNG at itms meeting en March 5 of this

12 year accomplisheg this objective. The companies are groupad

§ 17 | by market areas served and are tied to regional and national
g 14 over—ill direction.
15 3. The manual group is further investigating with
16 | F.C.C. an approach to coopsrative use of communication faéili;
17 || ties. This will I&ok into interconnaction posaibilities with:
18 a. Other gas transmission companies
19 -b. Production companies
20 c. Cemmon carrier communication companies.
21 It ia felt that & more conprehensive cooperative
(j), 0o | study ia n eeded in this area. . ) |
| 23 A further area of gtuéy'which we shall give conaid-

24 | eration to will be a study of fuel interchangeability. The

o5 || FPC is to take the first look at this as the larger energy

917 G 5, N, W,, Washingion 1, D, €,
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congurerg are of courme the electric generating plants. Many
of these are equipped for nulti-fuel use. The annual reports of
the electric industry to the FPC should give some clues as to
fusl interchange possibilities. Other larger ensxrgy consuming
industries, such as metal reduction, will h:va‘ta,haastudinﬂ
on a conpany-by-company approach which we may ask -the loecal,
usvwell as the gas tranamission companies, to investigate.

». Wa feel we now are ready to zero in on our chjec-
tives and that the Emergency Advisory Committee for Hatural Gas
will be ready, within a rtuon&ble- time, to prespent an overalll
plan for dealing with pre~ and post-emergency situmtions as
applied to the gas transmigsion mection o f the industry.
Thank you. |

CHATRMAN FOLLISy Thank you. X would like now to
eall on Lisutenant Gensral Willism 0. Senter, Director for
Patroleum Logistices Policy of the Officé of the Assistant
Secretary of Defense of the Department of Defense. We will be
glad teo hear you, General.

- GENERAL SENTER: Mr, Chairxrnan, Secretary Udall and
Secretary Kﬁlly:-r |
| - I will make my remaris very short. We have had some
very in teresting talks this morning and scme very interssting
reports. At the outséet, howsver, I would like to say te Sec~
retaries Udalland Kelly that I hope that if again you find

yourselves in the sort of situation like you wers in Venazuela,
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you might call on the United states Air Force for help.

{Laughter)

GENERAL SENTER: It is anhonor to visit with such an
outstanding group as tha Nation;l Pétrolgum Cauncil and to be
afforded the privilage of saying a few words. At your July
meeting which was before my moving iony present positian; I hadg
the opportunity of neeting quite a few of you and was intro-
duced formally to this council along with Admiral Bryan of the
Joint Chiefs of Staff. |
| Tt would be very interesting this morning to talk
about thd A-11 and the developmsnt of the fule ang lﬁbricants
for that very exciting aircraft; but for obvious reasons of
security we will have to postpona that discumsion until an&thar
day. Instead I will hope that a few comments about my office,
i place in the governmant structure and some experiences of
the past few months will suffice for a get-acquainted wession.

My directorate in the Dapartment of Dafenge is res-
ponsible for providing advice and assistance to the Sscretary
and the military department & on petroleum poliey and mobili-
zation planning. This means simply that we must insure that
our military forcea have adequate petroleum supﬁlieu both in
wartime and in peacetime. 7This avafilability must satisfy £he
guality as well ag the qua'ntitntiva- requirements of our fightern
forces. ang at the mame tin & I want vou to knnw that we fully

realize that an extended amergéney demands adeguate petroleum
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1 producte for the civilian economy if the military war effort

,/ . )
S 5 || i to be industrially supported.
% : ' -
- % Now, as many of you Fnow, back in 1950 my office was
;{::) 4 known aw theé Munitions Board Peatroleum Divigion and it had

5 about 50 people assigned to it,.hathimilitary and ¢ivilian.
s Today my séuff consgists of 9; inoluding myselfl

’ " As thim reduction in so-caliled in-house capability
8 continues, mobilization planning for future coid, limited and nuc-~
9 iitr wars mqst,continui &nd; iq_faﬁt; it is even more complex.
10 | It is obvicos then that we are almost completely dependent on
11 || eutside sourceg‘for our information, assistance, and just get-

12 ting the job done.

1£i)' % 13 fha Department of the Interior by virtue of the
h g 14 | President's Executive Order of 1962 has the responsibility for

15 || Preparing naticnal amergency plans and écvuloping preparedoess
16 prngrnmurcoviring petroleum and gas.
17 However, bagic assumptions, nilitary requirements and
ig || other necessary information must still ba devalopedlby my 6f~
19 | fice to cover a theoretical war emergency. After the Office
o0 | of 0il and Gas has developed world-wide supply and damand |
o1 || studies, again it'ia our responsibility to iesue 1anglrénga

oo || logistiec guidance on petroleum for the Departmant of Defense.

273 One of the most reliable sources of basic informa-

24 | tion on petrpleum areé those studies prepsred by the National

25 | Petroleum Council, some of which you have had reports on this

17 G 5t, N. W., Washingten 1, D, €,
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morning. These are used, I aBsurd® you, by the Department of

Phone [Area 202) §28-4266
=

P> Defense In day to day work, and of course they areparticularly
3 important to the Office of Oil,aﬁd Gas in preparing their studies.
%(:}*' 4 I am familiar with the reports prrpared by you. They
5 are high quality; professionalproducts of great value inocur
6 military readiness program.
" So I asgure you that the National Patroleum Council
8 is doing an extremely valuable public service not available
9 from any other service, and I hasten to #dd that your continued
10 hsuistanca; advice and support through our good friends in

11 Interior is welcomed.

| 12 And as many of you are probably awure; my logistics

% 17 | experience and training had not been focumsed on petroleum

g 14 || &% suth before# taking up my presgant assignment last August.
15 | Onee amsigned, I have tried to make up for my lack of back-
16 ground and exparience by going around an& seeing as much as
17 poseible of the activities for which I have responsibility.
18 I began my basiec training by visiting many of the
19 || military petroleum installations in this country as palaibln;
20 || by going to ths petroleum indoctrination course at the Dfense
21 || Puel Supply Center and the Standard 0il Company of California

;{j>~ 22 || last Septembexr and Ocaobcr; and the latter part of‘qctébnr I

23 || went to Paris in connection with som& of the NATO petroleum
24 matters and attended mestings of the various NATO petroleum

25 | committees that are involved and have responsibility for the

917 G 5, N. W., Washingten 1, D, €,
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operation of approximately 3;560 miles of pipeline in Central
Europe. I saw these facilities as well aﬁ the United States
Afﬁy pipeline which extends acidoss France.

After returning I sandwiched in saveral trips to
New York and other citiés to vigit with the various oll com-
panies and to visit various U.S. military installaticnse in the
States as well as Puerto Rico.

I have just returned from a 23-day trip into Europe
accompanied by reprementatives of the Army, the Navy, the Air
Forec; JCs and Strike Command and others. We visited in
Gﬁrmany; Italy; Britisﬁ Islés; Tuxkey; Greeee; Spain and several
Mediterranean isiands. 'This trip was of primary'importance to
both myself and'the servine repragentatives. 'Why? Because the
ANy epéritionai problems that arise from day to day are diffi-
cult to understand anﬂ_faaalvo fr m a—déuk in the péﬁtagan, but
more so if you are not familiar with the location and'tha type
of facilitijes. |

with & trip to the Pacific and the Far East this
gummer I will ha&i gean a major portiéh of the military pétrol-
eum instalilation! and will have conferred with all the vari-
ous commandarg and the arva petroleum officers who are respon-
sible for the any to day operations. 8o by the end of one year's
duty I should have about 60 to 70 thousand miles behine ma. |

However;.as you all so wall know; travel ian'ﬁ enough.

This complicated oil business with all its political rawifica-
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tions world-wide is a profession which regquires vears of associ

ation and experience befnré onaé réallyknows even half the anglep.

Fortunately, to asgist me, I have sove very experienced people
in my office as wall as in the services.

Also;‘the olil industry as a whole has been most co;
operative ard many of you have gone sut of your way to give
assistance when requested. Particularly, the wonderful coop-
ﬁratiﬁn between the petroleum induatryrand the government has
been nowd. I hope this good relation will continue.

Again, the opportunity of working with guch an out;
#tanding group as thim Council is welcomed and my office door
is always open for any &assistance you may need on military
petroleaum matters. Thank you; Mr. Chairman,

(Applause.)

CHAIRMAN FOLLIS: Thank you, General. Aand now I
want to introduce the Acting Director of the Office of 0Ll and
Gas of the Department of the Intﬁrier; Mr. Frederick S.ILatt,'
Mr lLott,

MR, LOTT: Mr. Chairman; Secratary U&all; SEeraEary
Kelly} menbers of the Council:

Iﬁ.is always & pleasure to be with the Council and
to feel the stimulus and tha sense of purpose that is evidant

through all its activities.

With regard to the program of the Office of Oil and

Gas, I often think it has some elements in common with an ice-~
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berg, sévanQéighths of whoge bulk is not eﬁidant to the casual
eve, Those of us in the 00G have seen much more than just the
exposed one-eighth and we have the conviction that the continui}
of our program and its effectiveness is significant to the
nstional wellbeing and security.

We are grateful to the many and unigue contributions
that this Council has made and makes to that program -~ the
factual; technical and not the least the improvement in mutual
understanding of problems of common concern to industry and to
government that result from these associations. Thank you very
much; My . Chai:man‘

(Applause) N |

CHAIRMAN FOLLIS: Thank you very much, Mr. Lott.

Wall; geantlemen, that wiqﬂﬁ up our agenda, and if
somabody will meve tbjadj@urn =

MR, MAJEWSKI: I move to adjourn.

VOICES: Seconded.

éHAIRMEN FOLLIS: We are adjourned.

(Whereupon, at 12:35 o'clock p.m. the meeting of the
National Petroleum Council was adjourned.)

-






